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Congratulations, sir! Your bandaged 
beak is a badge of honor! 

It’s a symbol of service . . . a sure 
sign that you, like most of us these 
days, have been keeping your nose 
to the grindstone—working your 
hardest just to keep your family liv- 
ing the way you want them to live. 

But what of the future? Your nose 
can’t take it forever. Someday you’ll 
want to retire, to follow the hobbies 
and take the trips and do the things 
that you’ve always dreamed of doing. 

That’s going to take just one thing 





— MONEY! And will you have it 
when you want it? 

You will if you’re buying U. S. 
Savings Bonds automatically—on the 
Payroll Savings Plan where you 
work, or on the Bond-A-Month Plan 
at your bank. 


With either plan, you’re heading 
for real financial security. Month 
after month, regularly as clockwork, 
your money is saved for you. 

It’s just about the easiest, surest, 
fastest way of building financial se- 
curity that anyone ever dreamed up. 








And with U. S. Savings Bonds, you 
make money while you save it. Every 
$75 Bond you buy today will be 
worth $100 in just 10 years! 

Of course, you can always buy 
Bonds at any bank or post office. 

But the best way, the sure and 
steady way, is to buy ’em automat- 
ically! 
Start doing it now! Keep on doing it! 
And in no time flat, you’ll find that 
you're well on your way to a perma- 
nent separation of nose and grind- 
stone! 


AUTOMATIC SAVING IS SURE SAVING-U.S. SAVINGS BONDS 





Contributed by this magazine in co-operation with the Magazine Publishers of America as a public service. 
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There was nothing startling about it. 
Just one of the four hundred or more 
received every week by our Research 
Department. 

It outlined a typical problem. Said 
the writer had a “‘modest, fixed in- 
come”’ that she’d like to increase... 
was thinking of buying several se- 
curities—but wanted more facts, first. 

Somewhere she’d seen a Merrill 
Lynch ad .. . heard about our Re- 
search Division that furnishes in- 
vestment facts for the asking ... and 
decided to ask for help herself. 

We don’t think she was disap- 
pointed! 

Our specialists had little to go on 
... lacked exact figures on her cur- 
rent holdings, didn’t know much 
about her over-all objectives. They 
did know she leaned toward tele- 
vision and motors . . . wanted a 
seasoned, objective appraisal of the 
opportunities in these industries. 

Our “letter from a lady’’, and the 
word-for-word reply sent by Re- 
search, should make interesting 
reading for any investor... give him 
an excellent idea of a service he’s 
free to call on anytime, too. 

If you’d like to read copies of both 
(minus identification, of course) 
we'll gladly send them along. Or, 
better still, perhaps you'd like to 
have an analysis of your own hold- 
ings—or detailed information about 
some securities that interest you. 
Why not ask for a report? There’s 
nocharge, no obligation. Just write— 


Department T-5 


MEerriLL LYNCH, 
PIERCE, FENNER & BEANE 


Underwriters and Distributors of 
Investment Securities 


Brokers in Securities and Commodities 
70 Pine Street, New York 5, N. Y. 
Offices in 96 Cities 
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ELECTRIC UTILITIES—A GROWTH INDUSTRY | rT 


Photo by Gen, klectric 


Strong growth factors characterize the electric power industry, thus the rising trend of revenues serves as 
an important offset to increased operating costs. However, these very growth factors call for major 
expansion of facilities, requiring large capital expenditures, the financing of which has created distinct 
problems. You will find a discussion of these problems on page 178, as well as an up-to-date analysis of 


the industry from an operating and investment standpoint. 
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Economics > 


The Trend 


ANOTHER PHONY PEACE OFFENSIVE . . . Quick de- 
nouncement by spokesmen of the western powers of 
Moscow-inspired rumors of direct Truman-Stalin 
talks as a dangerous propaganda offensive was well- 
advised and opportune. So was Senator Vandenberg’s 
warning to Stalin against the delusion that our elec- 
tion killed the bipartisan foreign policy. Obviously, 
the tenor of Moscow comments on our election results 
and Stalin’s new phony peace offensive can mean only 
one thing: A move to set a trap for President Truman. 

The Kremlin is trying to promote a Truman trip 
to Moscow by playing on the hopes and the desire of 
the world for peace. The procedure apparently is to 
animate that desire and to count on public sentiment 
to force the President’s hand, thereby weakening our 
position in the cold war. It is a course as transparent 
as it is unconscionable. Recognizing it for what it is, 
neither our Government nor the world at large will 
fall for it. Undoubtedly the “Vinson episode” has 
raised the Kremlin’s hopes for success in its latest 
maneuver; it will have to be convinced otherwise. 

If Stalin really wanted a peace agreement, he could 
get it quickly and easily on equitable terms, though 
not on his own terms alone which is evidently what 
he keeps striving for despite his past failures. He 
can have it by negotiating through regular channels 
or at the Paris conference. 

It would be a grievous mistake, however, to under- 
take another “mission to Moscow.” Stalin’s double- 
cross in the recent four power negotiations at the 
Russian capital affords ample proof that he wants a 
personal Truman conference merely to break biparti- 
san unity in this country and above all, to break the 
western united front. Since both of these form the 
basis of American security and peace, it is unthink- 
able that anything of the sort would be allowed to 
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happen. 

The sooner we make this crystal-clear to the schem- 
ers in Moscow, the better it will be. Their contention 
that President Truman “obligated” himself in pre- 
election promises to go to Moscow and confer with 
Stalin is so ridiculous and so devoid of factual proof 
that it should not be difficult to explode it quickly for 
what it is: An ill-conceived propaganda maneuver 
that can find no response in a world so long and so 
gravely disappointed by Russian intransigeance. 


MONETARY RECONSTRUCTION .. . In discussing the 
problems of monetary reconstruction before the 35th 
National Foreign Trade Conference at New York City 
on November 8, Mr. Allan Sproul, President of the 
Federal Reserve Bank of New York, brought out some 
points that in our opinion deserve widest public 
attention. 

Mr. Sproul pointed out that the costs of waging a 
“cold war” and the possibility of a “hot war” are the 
principal factors disturbing the present general tend- 
ency towards stability of prices and production. 
Hence, he opines, a “tough” monetary policy by the 
Government is not the answer to current fiscal prob- 
lems which at this time must be viewed similarly to 
“war finance.” 

While declaring there is nothing in the whole fiscal 
situation to threaten the soundness of the dollar at 
home or as a world currency, he stated that “we must 
quit thinking and talking as if the immediate recon- 
version after the war has been completed, as if we 
were at peace, to do the things we might do if we were 
completely at peace.” 

U. S. monetary policy, he continued, “is becoming 
a problem similar to the problems of war finance, in 
which it is essential that the Government’s credit re- 
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main undisturbed; in which continued taxes and in- 
creased tapping of savings will be required and, 
should the situation get worse, in which the question 
of controls would again have to be faced, controls 
which this time might need to include some control 
of capital expenditures or capital issues.” 

It is an unfortunate fact that Mr. Sproul’s obser- 
vations are only too true; no unbiased observer can 
deny their compelling logic. As long as some $15 to 
$20 billion annually must be expended for cold war 
and world reconstruction, we cannot pretend to have 
a peace economy and, by the same token, insist on 
fiscal and monetary policies suited to a normal peace 
economy. Living as we do in a semi-war economy, full 
reconversion to peace has not yet been achieved. No 
matter how far removed we may be from actual war, 
we are not yet blessed with peace, hence our economy 
cannot and won’t function as if we were at peace. 

This is important to remember as we try to re-assess 
the prospects of further inflationary pressures arising 
from rearmament, ECA and possible Lend-Lease, 
and our attiude towards measures to combat these 
pressures. Mr. Sproul may be correct when he asserts 
that a tougher monetary policy at this time is not 
the answer. 


COMFORT TO MOSCOW ... Coming at a time when 
special efforts must be made to ship supplies to Europe 
to prepare that continent for the winter and also to 
offset the damage caused by the communist strikes in 
France, the dock workers’ strike on the Eastern sea- 
board is particularly ill-advised and ill-timed. It can 
do only one thing. Apart from posing a serious threat 
to our economy and American foreign policy, it will 
cause great jubilation in Moscow and in communist 
circles everywhere, whether the strike is communist- 
inspired or not. 

The causes of the stoppages are obscure and ap- 
pear largely irrational. A contract had been offered 
to the dock workers which their leaders at first pro- 
claimed a satisfactory agreement and which the op- 
erators contend gave the workers “95% of everything 
they asked for.” There was no reason whatever to de- 
cline it, a fact that was tacitly admitted by the union’s 
president. 

Quite likely, the unexpected dissidence was stirred 
up by inter-union rivalry, an internal fight for power 
with the rank-and-file members as unhappy pawns. 
Certainly the rank-and-file cannot hope to gain ma- 
terially more than the new contract offers, and mean- 
while they will be losing their wages. 

Together with the Pacific Coast tie-up which began 
early in September, we now face the grim prospect 
—unless an early settlement is achieved—that our 
entire foreign commerce may be interrupted. Already 
there exist embargoes at leading Eastern ports. 
If the worst happens, it will do incalculable damage 
to our trade and to other nations which depend on our 
supplies. 

Whatever the final outcome, this new experience 
with irresponsible exercise of union power is highly 
disturbing. Dockworkers play an important role in 
our economy and, under present conditions, in our 
foreign policy and defense. If their sense of respon- 
sibility is so dimmed that without clear cause they 
refuse to work even at the risk of jeopardizing our 
national interests, the situation is indeed serious and 





something ought to be done about it. It certainly calls 
for concerted and energetic measures to bring the 
strikes to a quick end. 


CLOSER TO POWER... Amid the repercussions of the 
surprise outcome of our own election, another one in 
a different part of the world has largely escaped the 
public attention it deserves. We refer to the latest 
de Gaulle victory in France which doutbless has 
moved him closer to power in his strike-ridden 
country. 

The outcome of the elections for France’s second 
chamber, the Council of the Republic, swept the de 
Gaullists into a leading position and at the same time 
was a severe blow to the Communists who lost heavily. 
Taken with the municipal elections of last spring, this 
clearly shows up the de Gaullist trend. By picking up 
council votes from other Rightist parties, and even 
from his communist enemies, de Gaulle may soon be 
able to unseat the Centrist coalition government and 
force a general election. 

Ten Centrist cabinets have held office in less than 
two years and the present shaky Queuille coalition 
must now reorganize after losing two cabinet mem- 
bers. Unless the coalition, which already has been re- 
shuffled in every conceivable form, can begin to show 
better results quickly, a de Gaullist regime appears 
probable. 

The immediate effect of the election will be fresh 
difficulties for the coalition government, but perhaps 
also to stir it to a renewed sense of unity and accom- 
plishment. But of probably greater significance will 
be the support given by the election results to the 
thesis that the Assembly as now constituted does not 
mirror French public opinion and that elections 
should be held forthwith. 

Defeat of the long drawn-out coal strike may 
strengthen the Queuille government and the outcome 
of the American elections may have a somewhat 
similar effect. Yet de Gaulle’s showing was such that 
it cannot in the long run be ignored. Frenchmen in- 
creasingly will be impatient for a direct consultation 
of the popular will, certainly they will insist that the 
atmosphere be cleared. 

The new trend after all is but a natural result of 
the coalition’s failure to cope with communist revo- 
lutionary strikes and to control inflationary chaos, all 
of which is severely impeding Marshall Plan gains 
and the economic recovery of Europe. In the circum- 
stances, the coalition ought not to prolong the uncer- 
tainty which now overhangs its mandate. In the inter- 
est of French stability, it should not deny to the de 
Gaullist movement the legitimate expression which 
general elections would give it. 

For the time being, the weakened coalition Govern- 
ment has been sustained as ruling bodies of the So- 
cialist party and the Popular Republican Movement 
decided to resist both communism and de Gaullism. 
That is, they decided to continue their support of 
Queuille’s cabinet on the condition that it pursue a 
firm policy that will suppress inflationary prices and 
reduce government expenditures. Any such decision 
however cannot obviate the 40% gain scored by de 
Gaulle in the Council. More important, the complete 
failure in the past to halt inflation and institute 
budget economies augurs poorly for any prospect of 
success at this late time. 
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As 9 See Jt! 


By CHARLES BENEDICT 


A NEW TRUMAN? 


? 
oo we are going to have at least four more 
years of Mr. Truman, we might as well reappraise 
the man in the face of his great victory at the polls 
which showed that he was possessed of greater char- 
acter and qualities than we had suspected. 

For one thing, we have learned that he has a 
great fighting spirit which remained undaunted, 
even when fighting 
for what seemed to 
be a lost cause. And, 


“THE BABY-SITTER”’ 


Mr. Truman showed the first sign of courageous 
leadership when he faced the revolt of the southern 
Democrats on the Civil Rights issue and stood his 
ground at a time when he had reason to fear a 
deflection of millions of votes to Wallace by left- 
wing Democrats. He showed political acumen, too, 
in deciding to attack the work of the 80th Congress 
which no other Demo- 
cratic candidate 
would have _ under- 





he has demonstrated 
political acumen of a 
very high order in 
the conduct of the 
Democratic campaign 
which he fought al- 
most single - handed 
under great handi- 
caps — deserted and 
alone. I do not believe 
any top executive in 
our time has_ been 
subjected to such 
heartbreaking humil- 
iation and disloyalty. 

Under such circum- 
stances, it seems well 
to review the work of 
this man from the 
time he was thrust 
into the presidency 
by the death of 
Franklin Delano 
Roosevelt. A simple 
man — mild of man- 
ner and lacking the 
personality and ora- 
torical powers of his 
predecessor, it was 














taken. And he chose 
basic issues for his 
fight — the real 
estate lobby, housing 
and high prices — 
which were the three 
most important mat- 
ters of interest affect- 
ing the great mass of 
the population. 

The Republican 
party, too smug and 
sure of itself, did not 
meet squarely either 
the problems of labor 
or the farmer. They 
gauged the Pales- 
tinian situation badly 
also. The UN decision 
to impose sanctions 
on the Israeli govern- 
ment while it by- 
passed complaints 
against the big 
powers, was extreme- 
ly unpopular in this 
country where the 
great masses of 
people are always for 














clear that Mr. Tru- 
man did not possess 
the allure necessary 
to stimulate the imagination of the people. 

Besides he did not assert himself, being content 
to continue the policies of Mr. Roosevelt, even re- 
taining many of his advisers, to whom he attributed 
a greater knowledge and understanding than they 
actually possessed, for Mr. Roosevelt had pretty 
much made his own decisions. As a result, rightly 
or wrongly, Mr. Truman was blamed for all the 
errors of judgment that followed. 

When a decline of the Democratic party had 
clearly set in, Mr. Truman evidently decided that 
only his nomination could prevent a clean sweep for 
the Republicans. The party was disunited and he 
seemingly did not believe that any suitable Democrat 
was available — for if there had been one during 
the last sixteen years, Franklin Delano Roosevelt 
would not have been the perennial candidate. 
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Halladay in the Providence Sunday Journal = 
Mr. 





the underdog. And 
Dewey got the 

blame because it was 
considered that he had usurped the powers of the 
President in Paris and that Mr. Dulles was his agent 
in lining up with the British against the embattled 
little country. Mr. Truman’s last minute decision to 
have action against Israel postponed until after the 
election, undoubtedly won him the Jewish vote which 
up to then had been in Gov. Dewey’s pocket. 

In fact, in dealing with all the important issues 
of the campaign, Mr. Truman out-manoeuvred his 
opponents in such a way as to administer a decisive 
defeat. 

And now, as a result of his experience and success, 
it seems likely that we can expect a new Truman — 
confident in his own judgment, sure of himself now 
that he will have Congress with him. His future 
course will be interesting to watch. 

We have not long to (Please turn to page 208) 
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Selected Stocks at Bargain Levels 


The chances are that the worst of the pressure resulting from the election surprise is 
now over. There has been no change in the generally favorable business outlook. Many 
stocks are now at relatively attractive prices for longer-term investment objectives and 
offer excellent yields. On a discretionary basis, as subsequently outlined, we would 


suggest a partial extension of commitments. 


By A. T. 


tA he stock market has reacted with some vio- 
lence over the last fortnight, of course, in response 
to the election of Mr. Truman for a four-year term in 
his own right, and to the capture of both branches of 
Congress by the Democrats. The decline has been 
fairly broad—so far a maximum of about 17 points 
in the Dow-Jones industrial average from the pre- 
election recovery high — for two reasons: (1) the 
election’s outcome was a complete surprise to the 
market, the wrong guessing having been not far from 
universal, and it therefore imparted a real psycho- 
logical shock ; and (2) the surprise caught the market 
at a relatively advanced level since, partly in antici- 
pation of a Republican victory at the polls, the indus- 
trial average in the preceding month or so had risen 
about 14 points from the war-scare reaction low in 
September to a pre-election high of 190.19. 
With the exception of last June, when a three- 
month upswing—which many mistakenly interpreted 


MILLER 


as a bull market—took the average up to 193.16, the 
pre-election high was the best level reached since the 
1946 market break. These two “intermediate” highs 
were in the close vicinity of the 1937 bull-market top, 
and within roughly 10% of the 1946 bull-market high. 
In view of this technical background, there could 
quite possibly have been a reaction, although a much 
less excited one, even had the Republicans won the 
election—which is why, in our analysis written two 
weeks ago we recommended postponement of any gen- 
eral expansion of stockholdings, although we mistak- 
enly regarded a Republican victory as probable. 


A Great Deal Has Been Discounted 


The post-election decline to date has wiped out all 
of the September-October rise, and a little more; tak- 
ing the industrial average down to a closing low in the 
forecast of last week (November 10) of 173.48. For 
reference, the previous 1948 low, made 
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last March was a fraction above 165, 
and the lows of both 1947 and 1946 
were a shade above 163. Thus so far as 
20 the evidence yet goes, we are still in the 
same old trading-range market; and 
the case for a real bear trend remains 
as unproven, if not as unfounded, as 
that for a major rise. The rail and util- 
ity averages also still stand well within 
the limits of their previous broad trad- 
ing ranges. 

The damage done to the market thus 
far resulted from three waves of con- 
centrated selling, each confined to sin- 
gle sessions, and each followed by a 
brief and minor rally. The performance 
last week had in it some suggestion that 
the worst pressure may have been seen, 
at least for a while. Following the third 
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140 190 sharp sell-off on Tuesday, November 9, 
160 180 there came, for the first time since the 
170 — downswing started, two consecutive 
st a —— a = oo ami with 

insignificant fluctuation and prices a 
180 MAGAZINE OF WALL STREET 312 STOCKS — 50 little above their lowest. This somewhat 
140 140 better performance, more negative than 
130 30 positive, has continued into a third 
S80 trading session, up to our press closing 

3 2 #827) 63 lf 20 time. 


Although there can be no certainty 
about it, it is conceivable to us that the 
market might be able to make a stand 
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at the lows already seen. We 
do not see a convincing 
basis for a bear market in 
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the economic picture, in the 
new uncertainties about 
some Government policies — 
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by the election, or in the 
probable decisions of the i 
Truman Administration, al- | | | 
though some of the latter 


which have been injected | 








—especially on taxes—may aid 
not be indicated for some " 
weeks. If this general view l ' | 
is correct, the market can iad li,! li 

be considered to be in the . ae 
bottom one-third area of a 
trading range of 30 points 




















or so in the industrial aver- 
age which is likely to be 
maintained for the foresee- 
able future — and therefore 
at a level more appropriate 
for buying, at least on a 
partial, scale-down, selec- 
tive basis, than for selling. 

Probably more than any- 
thing else, the market has 
been discounting the possi- 
bility of higher taxes and 
uncertainty as to what form 
they may take. There is a 
limit as to how far in- 
vestors and_ professional 
operators will press selling 
on a consideration as vague 
and tentative as this. It is 
unlikely that reliable infor- 
mation on the President’s 
spending proposals and his 
tax ideas can be had before 
delivery of the January mes- 
sages to the new Congress. 
Even after that, if higher 
taxes are asked, there will 
be additional weeks, per- 
haps months, before it is indicated just how Con- 
gress will respond to detailed recommendations. 
When this and other “government uncertainties” 
are clarified the market might be higher than it is 
now or somewhat lower, depending on whether pres- 
ent doubts and apprehensions prove to have been 
exaggerated or not. 
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Further Tests Likely 


Meanwhile, with the industrial average not far 
from the 173 level, a very substantial allowance has 
been made for the unknown, suspected or feared 
elements in the Truman program. Rather strong 
support has been indicated around this level through 
the two-year history of the well-defined trading 
range, and even stronger support at only moderately 
lower levels: specifically around 167-168 and, finally, 
the 163-165 area. In short, with the first emotional 
shock pretty well over, the market has reached a 
point at which it would be logical to expect the sell- 
ing to be less aggressive, and to expect that 
investors will show a greater inclination to shop 
around for bargains, especially in any periods of 
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further weakness. 

At best, however, there will almost certainly be 
additional downside tests, either during the remain- 
ing weeks of this year or within the first quarter of 
next year or both. There can be fast technical rallies, 
of brief duration, at any time. But an adequate base 
— technical and psychological — for a fairly broad 
upswing (such as those of May-July, 1947, or March- 
June and September-October of this year) does not 
appear to be present and may take some time to 
build. As a result of the decline, there will be more 
selling for tax-adjustment purposes than had previ- 
ously been anticipated, and such operations usually 
continue into December. Because of the new uncer- 
tainties, tax-selling is less likely to involve immedi- 
ate switch-buying than was the case at this season 
a year ago. 


Another Basis for Some Pressure 
Although tax fears center mainly on the corporate 
levy, there is also some uncertainty about personal 
income taxes in the upper brackets. This might 
induce some profit-taking during the rest of the year 
to make sure that tax liability does not exceed that 
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under the present law. In theory, such selling should 
not amount to much; and perhaps it will not. Except- 
ing on the short side of the market, few people can 
now have much in the way of paper profits which 
are other than long-term (six months or more) for 
tax purposes; and which therefore are subject to a 
maximum capital gains tax of 25%. There has been 
no suggestion that the capital gains tax will be in- 
creased, but investors will figure that on profits 
cashed in 1948 it gives them at least as good a break 
as can be expected for at least a very long time to 
come, since there is no reason to think the tax will 
be lowered during the Democratic regime. Under 
that reasoning, the possibility of an increase next 
year, however slight, will not be entirely ruled out. 
So some selling to clinch long-term profits under 
1948 tax rates must, therefore, be allowed for. 

There are cases in middle-income brackets where 
liability on long-term profits at straight income-tax 
rates is less than the 25% capital gains rate. Some 
of these investors may also elect to sell on the 
reasoning that their present tax rate is the lowest 
they can expect, and might possibly be increased, 
however unlikely it now seems, if Federal spending 
for arms and foreign aid assumes really large 
proportions. 


Some Further Considerations 


All in all, there is limited inducement to try even 
for quick-turn trading profits at the moment. For 
one thing, on seasonal considerations, the minority 
interested in this type of operation will be more 
inclined to try for a buying spot, for the traditional 
year-end rally, some time within the first two to three 
weeks of December than in mid-November. For an- 
other thing, however poorly Dow Theory has worked 
out in the type of market we have had since the 1946 
market break, a fair number of people still go along 
with it; and they have to be bearish now, for with 
the September lows broken in this decline the zig-zag 
downward pattern of both the industrial and rail 
averages has “confirmed” a bear market, starting 
from the high of last summer. (Our average reader 
will not be too much impressed, remembering that 
in the upper reaches of this year’s March-June rise 
a bull market was “confirmed”’!) For a third thing, 
various individual members of Congress have been 
sounding off with their own unsettling predictions 
of what will be done about taxes. They probably do 
not know much more about it than you or we do; 
but it does give the market some pause, and doubt- 
less there will be more of such statements and 
predictions. 

To many, of course, the election has been a great 
disappointment — probably to the great majority of 
the investor class. But their sensible second thought 
will be, if it is not already so, that after all the 
world has not come to an end. The New Deal has 
long since ceased to be new. We have been living 
with it for 16 years; and Gov. Dewey promised only 
to administer it better, and to carry it further in 
some moderate respects — not repeal it. As to de- 
tailed policies, especially on spending and inflation- 
control, we would also have been confronted with 
some uncertainties right now had he won. Indeed, 
it was “Dewey uncertainty,” rather than “Truman 
uncertainty,”’ which maintained the pressure on the 
Government bond market, the level of which is of 
vital basic importance to the stock market, right 
up to the election, as institutions sold relentlessly to 
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the Federal Reserve at the pegged price, on doubt 
that the peg would be maintained. Now that official 
support is assured at least for an extended medium- 
term period, it probably will not be needed. Selling 
has dried up, and buyers other than the Federal 
Reserve have reappeared. 


You Can Live With It 


We have lived with the New Deal 16 years, and 
not too badly. We are now going to get some social- 
welfare measures, to which there is no great dissent 
even among Republicans, excepting the “Old Guard,” 
such as higher minimum wages, liberalized Social 
Security, some subsidized housing, etc. With the 
country prosperous and the majority of people 
reasonably well satisfied with conditions, rather 
than having a real gripe as in depressions, there is 
no reason to think that the Truman version of the 
New Deal will assume its initial crusading zeal, its 
strong leaning to experimentation or its marked bias 
against private business. 

In these 16 years we have had all sorts of business 
conditions: poor, fair-to-middling, excellent. We have 
had two major bull markets and one minor one; two 
major bear markets. We have seen the Dow indus- 
trial average as low as 93, as high as 212. At times 
political considerations have played some part; but 
in the main investment hopes and fears have been 
geared to economic considerations and world condi- 
tions pretty much as was always so. Probably it will 
always be that way, for the country certainly is not 
going Communist, and the results from Socialist 
regimes, as in Britain, have yet to give our people 
any reason for favoring imitation of them. 

The major buying and selling opportunities in 
the stock market — and the lesser “intermediate” 
ones— have been more numerous in these 16 years 
than in any previous comparable period of time on 
record. That was mostly because of reasons beyond 
the control of the Government. But if investors and 
speculators have not profited adequately on these 
price swings, they can place the blame where they 
will. It certainly does not attach to the President 
nor his predecessor. There has been a succession of 
opportunities, and there will be plenty more in the 
future. 

The Business Outlook 


Before the election we did not see any basis for 
more than a mild recession, if any, in business dur- 
ing 1949. Nothing has happened to change that view. 
Perhaps the chief question is whether corporations 
will slow down on expansion outlays more than they 
would otherwise have done. That might be so in 
manufacturing industries in some instances; but 
mainly confined to border-line situations where fur- 
ther expansion was of debatable economic merit 
anyway. Total outlays for new plant and equipment 
reached their peak in the final quarter of 1947. The 
prospect had been that there would be a moderate 
further decline in any event, due to completion of 
so many manufacturing programs; but that capital 
expenditures would hold at a generally favorable 
level because of the huge and urgent programs in 


the utility, telephone, natural gas and oil industries. . 


That is still the prospect. 

The prospect had been that a moderate decline in 
private capital outlays would be offset by increased 
public spending (local, state and Federal). That is 
still the prospect. There (Please turn to page 208) 
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4 was the capital goods shares that put 
steam into the stockmarket’s pre-election rally, and 
more likely than not, they will spark the recovery 
that sooner or later will follow the post-election 
rout of stock prices. There is good reason for this 
assumption. 

The extraordinary levels which capital goods ac- 
tivity has reached, and the promising prospects 
ahead with their overall importance in the broad 
economic equation, have only lately been realized 
more fully. Last year the total of business outlays 
for equipment, of construction activity and con- 
sumer expenditures for durable goods came to some 
$50.5 billion against a mere $15.3 billion in 1939, 
and recent figures point to an annual rate this year 
of better than $57 billion. This is a sizeable portion 
of the nation’s production and what’s more, the 
ratio is not likely to decline in the foreseeable 
future. It may well rise further. 

It will be remembered that over the past two 
years, predictions of an end of the durable goods 
boom have been heard at regular intervals. But 
capital goods programs have actually exceeded ex- 
pectations, unfilled demand in many categories is 
about as large as ever, substantial armament orders 
have been placed and more loom ahead, greater 
exports of capital goods are wanted. In short, the 
situation as a whole remains one of great strength, 
so much so that it has once more become one of the 
stoutest pillars of the economy as the soft goods 
boom has been easing. While high capital goods 
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activity lasts, a business recession can hardly occur, 
for the employment and purchasing power provided 
by the capital goods industries will support the 
markets for goods'for which demand has become 
less vigorous. 

Mainstay of high capital goods activity have been 
the record breaking outlays of business for plant 
and equipment. Since the war’s end, these have 
totalled over $50 billion and currently are still run- 
ning at an annual rate of some $18 billion, the bulk 
of it for machinery and equipment. With many in- 
dustrial expansion programs completed, a drop from 
this peak level must be expected next year though 
overall business spending should remain substantial, 
remaining a powerful sustaining factor. Moreover 
there is now every indication that any decline will 
be offset by armament orders and ECA exports. 


Where Strong Expansion Continues 


In certain industries such as steel, oil, chemicals, 
natural gas, electric utilities and construction, ex- 
pansion activity will continue apace. Elsewhere any 
downtrend in capital outlays should be moderated 
by growing awareness among businessmen of the 
need to expand or modernize capacity that may be 
required because of population growth and techno- 
logical developments, and there is evidence of a con- 
siderable volume of plans based on such consider- 
ations. , 

The prospect of stiffening competion alone will 
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doubtless act as a continuous spur to capital im- 
provements and additions. Opportunities for cutting 
costs through labor-saving machinery are so numer- 
ous, owing to the sharp rise in wage rates, that a 
long period of high activity can be anticipated for 
manufacturers of such items. Moreover, the heavy 
use of manufacturing equipment during and after 
the war assures a substantial replacement demand 
in coming years. Trends in this direction have been 
reflected by the latest upturn in orders for machine 
tools following a temporary summer dip in buying, 
and order backlogs remain quite substantial. 


Heavy Capital Investments Assured 


Altogether, continuing heavy capital investments 
appear well assured, brightening the potentials for 
capital goods industries. This is important, for long 
run prosperity hinges upon the ability of the econ- 
omy to generate an appropriate rate of capital out- 
lays. On top of this, re-armament, possible lend-lease 
and mounting ECA emphasis on capital goods add 
to existing potentials. 

Of total defense appropriations made so far, it is 
estimated that some $5 billion will be earmarked 
for heavy procurement—mainly airplanes, ships and 
construction. Average monthly spending for heavy 





military items currently runs at about $250 million, 
and over the next fourteen months, the rate should 
build up to about $400 million. This apart from any 
possible future rise in appropriations, or revival of 
a lend-lease program for the western nations. 

As to ECA spending, there has been a marked 
shift from buying of food and consumption goods 
to machinery and recovery goods. ECA now places 
a high priority on re-equipping western Europe’s 
worn-out industrial plant. ECA nations, according 
to latest official reports, would like to place orders 
for some $800 million worth of machinery and ma- 
chine tools by mid-1949. This would include some 
$180 million worth of oil refinery equipment, $19 
million worth of coal mining equipment, $75 million 
worth of steel mill equipment, $80 million worth of 
farm machinery, a sizeable amount of textile ma- 
chinery and about twice as much electrical machin- 
ery as these countries purchased in 1947. Addition- 
ally a large quantity of steel, mostly in form of 
finished steel products, that may come to about 
$175 million. 

The stepping up of capital goods demand is mak- 
ing itself felt in various ways. Behind the overall 
economic picture, a slow but significant shift from 
a soft goods economy to a hard goods economy has 
been going on. Some 300,000 workers, it is estimated, 

are in the process 
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are pulling harder 

Allis-Chalmers def. $.06 $1.69 $3.58 $1.60 $2.00E 65% $31 183 37Y/g-25 and harder for the 
American Brake Shoe 3.51 4.11 2.78 240 240E 69 35 8.5 43 5/9-34!/2 metal supply, with 
Amesicon Car & Foundry 526 347 3.00 3.00 9.1 33 9.5  49Y%9-32% steel remaining the 
ta, 6 W._._ 1.70 3.11 291 1.00 1.25E 104 I 3.6 143%4-11% oa scarcity 
Bucyrus-Erie oe = «2.083.813 b SO OESOE = 10.0 15 3.9 2435-151/2 Output of steel 
Byron Jackson 0 ccccneene 2.38 3.56 3.82 1.40 2.00 7.4 27 7.6 35!/,-23 5% has been, and still 
Ne 1.60 2.00 5.1 39—s 7. 52\/2-35% is, pushed enor- 
Caterpillar Tractor... += 3.25 «5293.4 3.00 3.00 5.7 ~ 53 10.0 68!/2-504%, mously. In October 
Celotex 4.17 659 5.33 1.12 2.00E 8.0 “s. 3434-22% pig any - o 
Cooper-Bessomer ........ def. 54 7.55 7.39 50 1.50 os 8 $3 33-19%, month in the indus- 
eee ee 2.00 2.75 7.8 35 «9.0 46!/g-33 try’s history, ex- 
Dresser Industries 74 385 4.98 nil I50E 7.1 2! 5.5 31-20 ceeding even the 
Food Machinery & Chem. (k) 3.21 448 2.85b 1.00 IS50E 4.8 31 6.9 4794-31 /p war-time peak 
Ingersoll-Rand 4.64 8.04 454b 4.50 5.00 7.7 65 8.1 76/4-65 ne goaes nae — 
International Harvester ._..... 130° -3.36  -20)b. i121 1.70 6.1 28 8.3 341/4-26%, posed yen : 
Joy Mfg. 3.29 8.52 5.50 2.10 3.00E 9.1 33 3.9 431/4-305 ing at 99.9% of 
Link Belt 5.50 8.68 8.81 3.00 5.50 8.9 62 7.2 70'/4-55\/4 capacity. Recent 
Lone Stor Cement... 5.58 668 551 425 425E 67 63 94  68%-57¥% production gains 
National Supply... 1485.47 4.56 50 1.00E 56 18 3.3 25Yq-17% reflected, in addi- 
- tion to improve- 
ee 2.36 = 3.41 4.02 1.35  2265E Bd 29 8.5 37'/y-27 ment of the raw 
Pullman 64 238 1.45b 3.00 2.00 5.6 36 «15.0 53 -36!/, materials supply, 
Ruberoid . 6.73 10.88 10.11 2.75 400E 66 1 5.6 72 -54'/, the coming into 
U. S. ee 9.90 10.00 11.42 4.00 600E 60 100 * 100  113%4-92\, production of new 
U. S. Pipe & Foundry. 1.20 6.02 3.69b 1.60 280E 64 44 7.3 5344-3914 seni gat om ghd 
Worthington Pump & M. 3.53 5.86 3.68 7c 1.25 7.8 Se; 2554-141/n begun one i Peis 
*—Figures adjusted for stock splits and stock dividends. k—Food machinery only. years ago. With ad- 
E—Estimated. °—Based on 1948 dividends. ditional proj ects 
b—6 mos. t—Based on 1947 earnings. underway, there is 
ae gener every prospect that 
the steel shortage 

henceforth may 
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not be as bad as earlier feared, though this depends 
entirely on actual future defense requirements and 
the workings of allocations. 

Despite record output, there is no early prospect 
of catching up with demand; the steel industry 
should be fully busy for a considerable time to come. 
All of which points to continued high earnings for 
steel companies, bolstered by wider profit margins 
occasioned by the shift to f.o.b. pricing which should 
more than compensate for higher costs. 


Result of Steel Shortage 


As it is, inadequate steel supply keeps various 
industries from adjusting production to demand. 
Automobile manufacturers could turn out more cars 
if they had larger steel allotments. Oil companies 
could drill more wells if oil field supply firms could 
get three to four times more steel than in prewar, 
instead of only twice as much as at present. Farmers 
would obtain more farm machinery, the railroads 
more freight cars, and many other industries could 
step up output if more steel were available. Little 
wonder that steel shares have been market leaders, 
0 steel company earnings have been hitting new 

ighs. 

In the industrial machinery field, sales have been 
humming but the picture is not uniform. The ma- 
chine tool infdustry, down to about 50% of capacity, 
badly needs the stimulus expected from defense and 
ECA buying. Existence of large numbers of surplus 


‘machines and reduced foreign business (pending 


ECA) have adversely affected sales. Exports are 
down to less than 10% of shipments compared to 
a normal ratio of 20%, and total shipments are far 
below what they were. Through ECA, better de- 
mand will materialize as machine tools are the big 
need of Europe. But delays in obtaining official ap- 
proval of orders may hold off quantity business for 
some months. Re-armament business should become 
increasingly important, and general industry de- 
mand should likewise improve as the need for cost- 
cutting becomes more urgent. Reflecting the latter, 
makers of special purpose machinery have been do- 
ing relatively better than manufacturers of standard 
machine tools. 

Manufacturers of steel mill machinery are doing 
a peak business with orders coming in faster than 
they can be filled. This reflects the big expansion 
programs of the steel industry but also substantial 
foreign orders. France, for instance, has been an 
active buyer; so were other foreign countries. Chief 
beneficiaries of this boom are such firms as United 
Engineering & Foundry Co., Mesta Machine Co. and 
Aetna-Standard Engineering Co. All have very sub- 
stantial order backlogs and promising earnings 
prospects. 


Bright Outlook for Various Machinery Fields 


The outlook is equally bright for the makers of 
mining machinery, oil field equipment and road 
building. machinery, both domestically and for ex- 
port. In all these categories, foreign demand is sub- 
stantial and on the increase, and domestic needs are 
no less pressing. 

The recent development of a sensational new con- 
tinuous coal mining machine, by Joy Manufacturing 
Co., should spur the tempo of mechanization of the 
mining process, now suffering from high wages and 
costs. Because mechanization of mining, of every 
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type, is relatively new, growth prospects in this field 
are favorable and with mining industry replace- 
ments and expansion needs substantial, well sus- 
tained business and good earnings are assured. 
Providing a vital assist to the oil industry, oil 
field equipment firms are now turning out unpre- 
cedented quantities of new drilling and production 
gear. In what promises to be an all-time banner 
production year, this (Please turn to page 203) 





OUTPUT OF SELECTED DURABLE MANUFACTURES 


F. R. INDEXES ADJUSTED FOR SEASONAL VARIATION, 1955-59 100 


| po 
| 

wh: 

as 





PER CENT 
Tm 800 











700 


TRANSPORTATION 
EQUIPMENT 





600 





500 












































| fi , 300 
| fi is ee 
MM wy 
| 200 
| | 
a i 100 
2? 
af |_| a 




















K 


Significant Trends in 


bilixemClUcclac-1s 
- Corporate Reports. 


Y nterim reports covering the third quarter show 
clearly that the majority of industrial concerns are 
still benefitting from boomtime conditions, with new 
records for volume and net earnings. A substantial 
minority of enterprises, though, have made less en- 
couraging progress for a wide variety of reasons. On 
balance, while the over-all results are excellent and 
the experience of many companies leaves little to be 
desired, the broad picture invites study of both its 
bright and less favorable aspects. 

In general, the combined figures reflect the steadily 
rising curve of consumer purchasing power, the in- 
fluence of higher prices and advantages accruing 
from gradually completed expansion and moderniza- 
tion programs. The latter factor undoubtedly has 
raised industrial capacity to an all-time high, tend- 
ing to broaden both the supply and character of goods 
sought by consumers. Such manufacturers as still 
enjoy sizable backlogs, at the same time receiving 
ample supplies of raw materials and operating rela- 
tively free from labor troubles, have found the going 
all to their liking. At the distributors level, better bal- 
anced inventories and a wider range of offerings have 
helped to lift volume although profit margins have 
developed varying trends. 

Accounting for less numerous downtrends in re- 
ported third quarter earnings are the elements of 
declining sales, over-rapid expansion, increased com- 
petition, inadequate cost controls, consumer resist- 
ance to high prices and failure to recognize changes 
in consumer preferences. For a long time past, the 
factor of increasingly high break-even points has 
stirred up widespread concern. Quite a number of 
businesses experiencing a contraction of sales for 
any or all of the reasons we have cited, have found 
to their regret that even a slight dip in volume has 
reduced operating margins much faster in propor- 
tion. The impact has been especially notable where 
inflexible overhead expenses proved a serious prob- 
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lem. In cases where net 
earnings have declined im- 
pressively, a sales drop 
rather than rising costs 
has often been to blame. 
Among those industries 
seemingly riding the wave 
under current conditions, 
to judge from recent in- 
terim reports, are the pro- 
ducers and refiners of pe- 
troleum products, iron and 
steel, textiles, building ma- 
terials, chemicals, automo- 
tive items and electrical 
or radio equipment. Pro- 
ducers of food products, 
pharmaceuticals, luxury 
goods, and certain paper 
products appear to have 
had trouble in maintaining 
profits margins as satis- 
factory as a year ago, 
mainly due to lower sales. 
In many individual cases, 
however, these varying 
trends do not apply. Ap- 
parently the time is at 
hand when the larger and 
more strongly entrenched 
enterprises are finding it 


easier to hold markets than 


their smaller competitors who thus far in postwar 
have achieved gains with relatively little effort. 

According to a study by the National City Bank 
of New York embracing 400 interim reports mainly 
of manufacturers, the combined sales for nine months 
rose about 22% over the same period last year. Com- 
bined net earnings of this group for the interval cited 
advanced at a faster pace of 31%, with total net of 
$2.78 billion comparing with $2.12 billion in the re- 
lated 1947 period. As these figures include both 
gainers and losers, the showing on balance tells an 
interesting story. 


Earnings vs. Sales Gains 


The same thing is true in considering third quarter 
earnings alone, for these aggregated about $985 mil- 
lion, up 6% compared with second quarter results 
and topping the March quarter earnings by 38%. Ab- 
normally large gains made by some of the major in- 
dustries, such as oil, steel and electrical equipment, 
apparently more than offset the drag of laggard or 
less dynamic forms of enterprise. Net profit margins 
on sales of the 400 concerns averaged about 714%, 
continuing a slight uptrend in evidence established 
during the preceding three quarters. Broken down, 
though, the figures show that 48% of the companies 
had lower earnings in the September quarter than in 
the previous one, and 31% were lower than in the 
corresponding period of 1947. 

Reported net earnings, as usual, were often dis- 
torted by bookkeeping adjustments involving deduc- 
tions to swell reserves for inventories, contingencies 
and allowance for under-depreciation of facilities. In 
some cases this resulted in a substantial understate- 
ment of net earnings, as we will point out later in 
discussing individual reports. On the other hand, 
more than one concern experiencing a substantial de- 
crease in inventory values has offset losses by utiliz- 
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ing previously established reserve accounts, thus out- 
wardly making a better showing than current oper- 
ations actually would indicate. Then, also, so many 
quarterly reports give only cryptic operating figures 
without explaining in detail just how they were ar- 
rived, that estimates of the real situation are incon- 
clusive. The reports for the final quarter must be 
awaited to clear up some of these uncertainties: An- 
nual reports tend more and more to outline the exact 
status of reported net earnings. 

This year’s extraordinary expansion in earnings 
by the oil industry is well illustrated by the third 
quarter report of Standard Oil Company of Califor- 





_ Net sales of Fruehauf Trailer Company, the lead- 
ing specialist in its field, rose to $64.6 million for nine 
months from $62.5 million in the relative 1947 period, 
only a modest gain. After payment of preferred divi- 
dends, though, net earnings per share climbed to 
$3.59, a rise of about 50% above the $2.39 per share 
for the same interval of 1947. Obviously this attests 
to exceptionally good cost controls and benefits de- 
rived from the company’s extensive modernization 
outlays, not to mention better material supplies. 
From quarter to quarter, net earnings of this con- 
cern have varied rather widely, trending downwa 
from $1.54 per share in (Please turn to page 20 








nia. Sharply increased pro- 
duction plus price boosts 
raised sales for the period 
to $184.3 million, just about 
50% over the third quarter 
level of 1947. Comparable 
volume for nine months was 
$535 million against $372 
million, a gain of 43%. Net 
earnings of $3.03 per share 
in the September quarter 
rose 53% over the 1947 pe- 
riod, or a bit faster than 
sales, while on the same 
basis nine months net of $9 
per share gained even more 
rapidly, or by about 75%. 


Large Dividend Income 


A significant factor in the 
revenues of this concern 
during the current year has 
been the receipt of $12.5 
million in the shape of divi- 
dends from associated com- 
panies operating in foreign 
fields, an item not appearing 
in last year’s reports. Huge 
investments in Arabian 
American Oil Co., under- 
taken jointly with Texas 
Company, Socony-Vacuum 
and Standard Oil Company 
of New Jersey, evidently are 
beginning to bear ample 
fruit. Additional weight is 
attached to S. O. of Califor- 
nia’s net earnings thus far 
in 1948 by the fact that they 
are after deductions of $38.8 
million for estimated taxes, 
170% higher than a year 
ago, and $42.2 million for 
depreciation, depletion and 
amortization, a $10 million 
increase over the first nine 
months of 1947. Besides all 
this, the company is said to 
have spent about $85 mil- 
lion for new production in 
the first half year, a portion 
of which may have been 
charged against operating 
revenues. Allsaid itis pretty 
safe to assume that net 
earnings as reported were 
well on the conservative 
side. 
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Record of Quarterly Earnings of Selected Companies 
———_—__—_—— Net Per Share —Net Sales*— 
3rd quar. 3rd quar. 2ndquar. Istquar. ——9 mos. 9mos. ($mill.) 
1948 1947 1948 1948 1948 1947 1948 1947 
Allegheny Ludlum Steel $1.06 $ .80 $1.19 $1.01 $3.26 $3.53 $89.6 $78.4 
Amerada Petroleum evn 2.45 3.76 4.10 11.50 6.58 50.2 32.8 
American Cyanamid ........ =—-1.53 .78 1.31 94 3.78 2,63 171.8 155.1 
American Mach. & Metals 51 aa .25 45 1.22 1.10 9.6 11.2 
American Rad. & S.S. Corp. 70 36 50 -48 1.69 1.06 169.3 137.4 
American News .... 1.09 84 .78 97 2.84 2.47 130.4 121.5 
Baldwin Locomotive Works 33 = def.18 48 .34 98 .60 89.7 67.9 
Somsgor Ol... FA 1.09 1.50 1.52 4.46 2.83 27.4 17.6 
Bethlehem Steel Carrey 96 1.50 1.55 5.39 3.78 923.5 744.0 
Cleveland Graphite Bronze. .87 52 84 77 2.48 3.66 20.3 23.8 
Colgate-Palmolive-Peet 1.52 2.62 66 1.85 4.03 7.44 171.1 192.5 
Crown Cork & Seal 93 89 83 1.21 2.98 2.23 76.8 59.9 
Diamond T Motor Car... .80 1.23 88 85 2.53 3.23 20.3 29.8 
Douglas Aircraft . . 2.54  def.70 .67 .04 3.25 defl.95 80.2 92.6 
To ee 3.24 2.14 2.66 2.46 8.36 7.27 714.8 582.8 
Electric Auto Lite....... 2.04 1.85 1.39 1.81 5.24 5.24 145.7 136.3 
Fruehauf Trailer ... 1.06 7: 99 1.54 3.59 2.39 64.6 62.6 
General Motors 2.67 1.64 2.43 2.12 7.22 4.62 3,436.3 2,688.1 
Hazel-Atlas Glass . 53 59 54 def.04 1.03 1.70 45.4 46.2 
Heyden Chemical ..... : 43 .40 .66 92 2.01 1.43 18.8 16.2 
Inland Steel . : 1.56 1.24 1.34 1.73 4.63 3.40 280.7 224.2 
Lone Star Cement................. 2.40 1.97 2.15 96 5.51 4.78 39.4 34.5 
Mack Trucks ...... <7 .40 1.54 .68 96 2.04 4.41 89.5 90.6 
Marshall Field 00. §=—1.24 1.05 1.40 85 3.49 3.36 150.3 142.0 
McGon Com... .70 1.46 .86 1.33 2.58 4.88 26.5 24.8 
Mid-Continent Petroleum . 2.63 2.00 3.62 3.77 10.02 6.87 106.5 81.1 
Monsanto Chemical ......... .78 72 89 85 2.51 2.87 119.4 105.8 
National Cash Register... 1.85 1.56 2.18 2.04 6.06 4.63 124.9 94.1 
National Supply. a 28 7 1.55 B 456 418 #41149 975 
Park & Tilford 1.15 1.10 82 .80 2.76 2.25 8.9 7.7 
COC Sa ae 1.10 1.44 1.25 4.23 3.90 194.1 157.2 
Pittsburgh Plate Glass............. 1.00 .70 84 75 2.58 2.36 206.8 196.6 
Pittsburgh Consol. Coal... 3.02 1.63 2.15 1.68 6.78 4.25 168.1 143.9 
Pittsburgh Steel 0. 3.84 1.44 1.19 1.34 6.38 4.30 71.2 61.7 
Radio Corp. of America. 25 9 31 36 92 71 256.3 223.9 
Republic Aviation ............ 45 def.47 55 1.30 2.27 def.96 39.4 20.5 
Stewart Warner ..................... 57 44 75 70 2.02 1.50 56.0 56.9 
LC OT ee ee eee 94 1.04 1.52 1.68 4.14 3.52 75.9 89.6 
Tide Water Asso. Oil......... 1.31 1.09 1.37 1.71 4.40 2.71 278.2 216.5 
Scot Pacer... aE 1.05 PY i 1.10 76 2.92 2.15 53.1 41.2 
JCC eae 9.85 5.94 9.62 9.13 26.89 13.70 132.2 83.3 
Smith Alex) & Sons... 1.61 84 2.20 1.68 5.48 3.91 61.6 45.5 
Standard Oil of California... 3.03 1.98 3.11 2.85 9.00 5.12 535.6 372.5 
Union Oil of California... 1.46 1.07 1.80 1.62 4.88 2.80 155.9 124.8 
United States Steel... 3.25 2.58 3.02 3.18 7.94 9.01 1,754.7 1,527.3 
Wheeling Steel nnnecmcmcnnn 5.99 3.84 4.55 4.09 14.63 12.41 111.8 93.9 
Westinghouse Electric ............ 62 94 87 97 2.45 2.53 711.3 583.3 
WiGleye) Be 1.10 1.18 1.07 4.51 3.08 45.4 36.0 
NGHIGIEI CO cece cree 43 46 53 43 1.39 1.16 30.8 27.6 
Yale & Towme Mogi. nnccccoom- 69 -70 1.06 1.24 2.99 3.21 48.8 44.6 
*—Or gross operating income. 
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> = the various considerations entering 
the appraisal of securities, sound management un- 
doubtedly is one of the most important. For only 
able management can create the conditions that 
result in satisfactory earnings and sound growth. 
Ability to succeed in competion, good judgment in 
expansion or methods of financing it, and adapta- 
tion of production to changing trends of demand—to 
mention some of the more important requisites of 
business success, will always be decisive in shaping 
a company’s future just as absence of these qual- 
ities will inevitably lead to deterioration. 

Still it is not always easy to select an unusually 
capable management because objective tests of man- 
agerial ability are often lacking. In most cases one 
must rely on reputation. Thus, to mention but one 
example, in the chemical field the du Pont manage- 


ment has an excellent record. A corporation under . 


du Pont management is presumed to be sound. There 
are many others, of course, that have similar merit, 
just as there are a good many mediocre or poor 
managements. Whatever their nature, it usually 
finds reflection not only in the fortunes of their com- 
panies but in the market valuation of the securities 
of these companies. It’s the record, then, that pro- 
vides perhaps the best test of managerial ability. 

Broadly speaking, the most convincing proof of 
capable management lies in a superior comparative 
record over a given period of time. Where good man- 
agement is thus revealed, the market is prone to 
place a heavy premium on it: First by liberal cap- 
italization of earnings, and second by a substantial 
increment for “good management” in the form of 
a market premium. Good earnings and sound growth 
bring their own reward. 

The acid test of good management does not occur 
in times of booming business; it comes when the 
sledding get rough. This explains why numerous 
changes in management often occur at the end of 
a boom period or in the midst of a deflation period. 
The reason is that recessive business conditions 
create their own problems, or intensify existing 
ones, and they must be faced efficiently and wisely 
to avoid losses or worse. They show up past errors 
and the need for their correction. They bring keener 
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competition and the need for lower costs, the need 
to cope with overexpansion in plant, inventories and 
receivables, or with threatening losses due to unwise 
diversification. Some of these problems are begin- 
ning to emerge today though no recession exists; 
others are bound to arise in many cases as we 
progress further towards more balanced economic 
conditions. They will test the mettle of almost every 
management, and their manner of meeting these 
problems, the degree of success they will have, will 
show what stuff they are made of. 

In these days, however, management tests center 
not only on questions of how to run a business suc- 
cessfully from a purely operational standpoint, im- 
portant as this is. The responsibility of management 
today goes considerably beyond that. Top manage- 
ment must have an intimate knowledge of econom- 
ics, a working knowledge of social forces, and must 
be possessed of a strong social conscience. It has the 
burdensome responsibility which arises out of the 
very nature of its job, its collective power and its 
position of trust, to operate a business in such a 
manner that it will serve to the best advantage, and 
the best long range interests, of the public at large. 
This is a large order but it cannot be dodged, though 
many would like to try. 

Not the least of these problems center on dividend, 
wage and price policies, on management’s relations 
with stockholders, workers and consumers. In these 
respects, management has failed to get its story over 
to the public. Hence stockholders are wondering 
about heavy special charges that reduce earnings 
and dividends. The public is wondering whether 
wage increases were not merely used as an excuse 
to put prices up as high as the traffic would bear. 
With some justification, it is asking management 
what contribution it has made to the over-all job of 


-halting inflation. 


Management Attitude Towards Labor 


Some managements have lacked a constructive 
attitude towards labor. Others have done little or 
nothing towards cost reduction despite the fact that 
managements who work in this direction will find 
that it will ultimatély pay high competitive divi- 
dends. Until recently there has been a marked 
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reluctance to re-examine swollen payrolls, cut down 
prolific management spending, to reform wasteful 
buying habits, cut out frills, and generally stop the 
wartime habit of neglecting cost factors and reach 
for easy profits. 
There have been many complaints about high 
break-even points but in some lines few real efforts 
at cost-cutting. In the labor field, there is not always 
adequate stress on human relations that will help 
raise worker productivity. There is a tendency to 
meet lagging demand—where it occurred—by cur- 
tailing output. The coming months will show the 
need for business statesmanship in resisting further 
price increases. Success in this direction will among 
other things call for good management, for realiza- 
tion that maintenance of volume will be the best 
means for coping with higher break-even points. . 


Earnings vs. Dividends, Wages, Prices 


Big corporate earnings are raising a great many 
questions about dividend, wage and price policies, 
calling forth various suggestions for policy changes. 
Workers want higher wages, consumers suggest 


' lower price, shareholders feel entitled to more sub- 


stantial dividends. Of the three groups, shareholders 
are probably the least vocal in pressing their de- 
mands, therefore often the least successful, a fact 
that calls attention to the present state of stock- 
holder-management relationships. 

These relationships, after many unsound develop- 
ments in former years, have since been subjected 
to salutary changes, emanating not only from the 
SEC but from a more critical and enlightened view- 
point generally. Still certain elementary facts are 
frequently slighted. After all, corporations are in 
law the property of the stockholders who own them. 
Corporate officers are only the paid employees of the 
stockholders. Directors, however chosen, are virtu- 
ally trustees whose legal duty it is to act solely in 
behalf of the owners of the business — the stock- 
holders. 

Actually, as we know, it doesn’t always work out 
that way. Directors are frequently mere figure- 
heads. Stockholders often have no clear view of their 
true interests in dividend policy, expansion policies, 
depreciation and reserve policies, in the use of cor- 
porate cash for non-operating purposes, in the vari- 
ous methods of compensating management, and 
generally in the fundamental question whether the 
owners’ capital shall remain in the business and to 
what extent, or whether it should be distributed, 
wholly or in part. Sometimes this is the stock- 
holders’ fault, more often it isn’t; but many share- 
holders regard their annual meeting privileges 
lightly. ° 


Some Stockholder Questions 


Today, particularly, many a disgruntled stock- 
holder asks: What good are big profits if you can- 
not get them? And if his question is to carry beyond 
the mere rhetorical stage, he may have to ask this 
insistently and add another question. What good are 
directors if they cannot vote higher dividends when 
the profits are clearly there with which to pay them? 

When questioned on the use of profits, manage- 
ments usually have their answers ready. They hold 
that at this stage corporate profits should be used 
judiciously, that continued corporate health requires 
that a large portion of current earnings be plowed 
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back, that the money is needed for expansion and 
improvement, for accelerated depreciation or as a 
safeguard against possible future reverses. All of 
which is quite plausible but the real point is: How 
far should management go in this respect? 

The plowing back of earnings has become a wide- 
spread custom. It is due partly to the difficulty of 
raising capital in the market, but frequently also 
to preference for internal rather than external 
financing, particularly if the latter, as presently, 
must be done via debt financing. Some of the re- 
tained profits are being used to build up or improve 
plant and equipment, to modernize, or simply as 
working capital. Some is merely kept in the banks 
or invested in low interest government securities. 
Sometimes it may be invested in stocks of other 
companies, in the acquisition of new concerns, even 
for the repurchase of a company’s own securities. 
Also, depreciation policies are being changed rather 
generally and based on replacement costs rather 
than original costs, calling for substantial deduc- 
tions from current earnings. 


Retained Profits Not Always Beneficial 


To the extent that profits are being used to build 
up earning power, the stockholder may gain later in 
dividends what he had to forego for the time being; 
but he cannot always be certain of it. Sometimes he 
is merely supplying capital for the ultimate profit 
of another, future stockholder. What’s more, the 
market usually fails to evaluate properly profits kept 
in the business; stock prices are based on reported 
profits and dividends paid, not on book values. 

Thus while it is hard to draw a rigid line, many 
investors feel that they are entitled at least to dis- 
bursement of 60% of earned profits. Yet the aver- 
age ratio is less than 40% and many concerns fall 
considerably below that. Some of the strongest are 
down to 20% or 25%. 

In most cases there (Please turn to page 200) 
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Some Companies Where Management Holds 
Substantial Stock Interest 





Outstanding Common Stock 
controlled by Management* 












































Miviatel Constele) ce 58% 
Babbitt (B. T.) 67% 
Colonial Mills 32% 
Deere & Co 27% 
Dist. Seagrams .... 53% 
Froedtert Grain... 67% 
Gotham Hosiery .... 27% 
Grayson-Robinson 55% 
Gulf Oil 43% 
Johnson & Johnson... 63% 
Newmont Mining 33% 
Phoenix Hosiery 70% 
Reeves Bros. “ 497, 
Spencer Kellogg 43% 
Squibb (EnR. & Song} 66% 
Sun Oil 46%, 








Superior Oil Cal ee 53% 


*Figures are approximations based on recently available data but 
subject to later changes. 
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REPUBLICAN overconfidence, as President Truman had 
assured intimates it would, played a major role in re- 
turning him to the White House. He had counted on 
that from the start and he was aided by poll reports 


POST-ELECTION NOTES 


By E. K. T. 











WASHINGTON SEES: 


Among the objective analysts who examined 
the results of the election, the conclusion is general 
that one of the most important, if less dramatic, 
happenings of the day was the choice of a con- 
gress dominated by members of the President's 


party. 


Whether Mr. Truman carried the democrats into 
senate and house control, or rode fn on their coat- 
tails, will be debated. But regardless of the out- 
come, it is clear that both the executive and the 
legislative arms of the government can get down 
to work without expending time and effort—and 
the nation’s welfare—on petty partisan bickering. 


Had Mr. Dewey been elected under the same 
favorable auspices, namely, with a republican- 
controlled congress, the identical desirable result 
would have been achieved from the standpoint of 
closing the gap that has widened the two ends 
of official Pennsylvania Avenue. But, from the very 
beginning, there seemed little doubt that the dem- 
ocrats would control the senate, even if Mr. Dewey 
went to the White House, and unity would have 
been close to unattainable. Important in that re- 
spect, is the fact that it is the senate which domi- 
nates international relations, the most delicate 
problem facing the United States and the world. 


From every practical viewpoint (dismissing party 
politics as played in situations where there is divi- 
sion of control) there will be a fixed undivided re- 
sponsibility which cannot but keep the Executive 
and the congressmen on their toes. 





which revive memories of the Literary Digest fiasco. 
The total vote was surprisingly low, mainly because 
the GOP didn’t sense the need of a concerted cam- 
paign to bring about the opposite result. But organ- 
ized labor delivered a huge Truman vote in areas 
where it counted most. The issue of the Taft-Hartley 
“slave labor law’ had been discounted by both parties 
as a factor in determining the outcome. Each, obvi- 
ously was m error there. 


ORGANIZED LABOR is claiming a large share of the 
victory. That is conceded a reasonably fair position. 
It can be pointed out that in West Virginia, where 
there was a close race, John L. Lewis’ miners appar- 
ently voted for Mr. Truman in spite of their chief’s 
command to support Gov. Dewey; in short, that they 
balloted as free-thinking citizens rather than as a bloc 
controlled from the top. The price which unions are 
asking in return for their aid is repeal of the Taft- 
Hartley Act. That isn’t in prospect. But softening 
amendments appear a certainty. 


DIXIECRATS, the political group that died aborning, 
will not be a factor in the organization of either house 
of congress. The democrats proved they didn’t need 
the newly-formed bloc; the republicans didn’t want 
the maverick party. But there will not be any overt 
act of punishment—despite the fact that the demo- 
crats have the votes to put the Dixiecrats aside in 
dispensing committee chairmanships and seniority 
posts. Few are in line for prgmotions on seniority. 
They’ll get promotion, a cold shoulder, accept eventual 
absorption. 


FORECAST in Washington is that Thomas E. Dewey | 


will be the “forgotten man” of the republican party. 
Titular leadership normally is bestowed on the nomi- 
nee of a defeated party; but Dewey has the dubious 
distinction of being the first republican to head his 
party to defeat in successive elections. And he has 
opposition, approaching enmity, among the GOP lead- 
ers in congress and in his party. Strange as it might 
have seemed a few months ago, Herbert Hoover 
rather than Thomas Dewey will be the rallying point 
of GOP policy. 
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ft fer in this iis — 


Special Washington Report on Economic and Business 
Significance of President Truman’s Election 


A special canvas of well-informed opinion in 
and out of Government indicates that the fears reflected 
in recent stock market developments, while natural are 
not well founded. 

To begin with, President Truman is not by 
nature a vindictive man. If FDR had won an election 
against the odds that Truman faced, with almost all 
business and industry arrayed against him, he would 
start at once to lay the lash on those who had not 
"gone along." Truman will not. 

It is well to bear in mind that Truman. learned 
the importance of business and industry in times of 

national emergency, when he was chairman of the senate's war investigating committee. 

There is not a single instance in which that committee -- dominated by 
Truman -- made a major decision which was not unanimous. 

In other words, people like Senaturs Brewster and Ferguson were able to 
follow him. The president is completely cognizant of the implications of the 
Russian problem and is not likely to do anything that will lesson industry's abil- 
ity, or desire, to cooperate. 



































He will have to watch Tom Clark closely. Clark is an evangelist in the 
fight against "big business" and to Clark it appears that all profitable enterprise 
is *pie.* reer? suspect. 











Clark's authority; he was just as well able to harass business under a republican- 
controlled congress as he will be under one democrat-controlled. He didn't have to 
go to congress anyway. His recourse was to the grand juries and the courts. 

Even if we consider that Clark has even greater prestige in the White 
House now than ever before, 
wasn't doing before? 




















Barkley is not anti-business although he beats his breast in great indig- 
nation when the political exigencies of the times indicate the wisdom of doing that. 
He'll follow Truman. And a vice president isn't a power, even if he should decide 
to stray off the reservation. 


























Sam Rayburn, returning as speaker, is regarded the second most important 
office holder -- boss of the congressional house that originates most legislation. 
Rayburn has given industry the hot-foot in the past, authored many of the control 
laws of early FDR days. He's reported to be mellowing with age, satisfied that he 
has covered the principal subjects he thought needed attention, and won't be a 
threat. 








Snyder policies will prevail against those of the Eccles crowd. Snyder is 
close to the President; Eccles is not. It means that a cautious course will be 
followed in matters implying deflation. 








Mr. 
Truman deposed Eccles in a Pts in which t the | White House claims it on assurance he 
would "go along" on Administration policy. But Eccles promptly went to Capitol Hill 
and blasted the Truman programs. Eccles probably could successfully fight an ouster 
move...but he'll be made so uncomfortable if he decides to wage battle that he'll 
eventually give up. 























Truman will ask and get "Stand-by" control legislation. The field will 
be broad, but the laws will n not be invoked, it is assured, unless a situation arises 
in which there’would be bi-partisan demand for bringing them into play. 
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Rent control will be extended beyond the March 1, 1949 deadline; some 
housing legislation will be passed -- public housing; foreign aid will be continued 
after a fight, but-there'll be no throwing away of money. 

Rep. Jesse Wolcott is out as banking and currency committee chairman and 
Rep. Brent Spence is in. Spence isn't active. Rep. Wright Patman, close to the 
White House, will dominate the committee. He's for the "little man"; will be a 
threat to business and industry. 

The finance committee of the senate will be headed by Senator Walter 
George, one of congress' moSt conservative members. 

It is much too early to hazard forecasts on specific items of legislation. 
One thing is certain: the basic laws under which executive departments have been 
operated will be gone over, amended to meet the needs demonstrated, in some in- 
stances, by the history of almost half a century of national existence that has 
passed since the organic laws went on the books. 

The Federal Trade Commission: FTC hasn't been sympathetic to business but 
a change is in the making. Under the revolving chairmanship policy there, Commis- 
Sioner Lowell Mason is to be chairman. Mason is business-minded. One current situ- 
ation will suffice, namely, his fight to offset the Supreme Court decision outlawing 
basing point and zone pricing systems. 

The Federal Trade Commission will come under the Capitol Hill spotlight. 
Expectation is that this trade regulating body will have its wings clipped, and that 
even the Robinson-Patman Act will be roughed up and changed. Procedural ills are 
marked out for cure. 

It is reasonably safe to say that congress will pass laws offsetting the 
U. S. Supreme Court ban on basing point pricing. Demands by business and industry 
for such laws are backed by almost all the newSpapers in the country. The bills 
have been drawn. 

The European Recovery Plan is in for hard sledding in the next congress. 

A privately-conducted poll found most members unwilling to commit themselves on the 
subject of providing additional funds without evidence that such spending will not 
continue to have an adverse effect on prices in this country, and proofs that the 
beneficiary countries will do more to aid themselves than the reports of the past 
months have indicated. 

Speculation on Cabinet "firings" when the new Truman term begins in Janu- 
ary places James V. Forrestal at the top of the list. Forrestal did nothing to aid 
his Chief in the campaign. Truman's inner circle calls this a "vote of no con- 
fidence" and urge the Chief Executive to return the compliment. He's reported to be 
leaning in that direction. Secretary Royall of the Army is likely to beat the 
President to the draw by voluntarily retiring. It was Royall who, in the midst of the 
campaign, went on the air to declare the election of Mr. Truman to be "desirable" 
but not essential. 
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Marshall will insist upon the retirement he hoped for when he quit as Chief of Staff 
in the Army. He took a special Ambassadorship to China at White House behest, then 
became Secretary of State "as a good soldier." Marshall needs the rest but could 








Truman's proposal that the Chief Justice make a personal visit to Josef Stalin. 
Marshall wasn't let in on the plan, which blew up. He'll use the excuse of needed 
release from burdensome duties, but the real reason is the Vinson incident. 

W. Averell Harriman is currently regarded most likely to succeed... 
Marshall. The President has great confidence in his former Secretary of Commerce 
who now is special legate to Paris. And Harriman is willing. Former Under Secre- 
tary Dean Acheson is in the running, but a poor second -- in the speculations -- 
to Harriman. 

An administrative crisis exists in the State Department by reason of 
insistence by Under Secretary Robert A. Lovett that he be allowed to retire Jan. 20 
to return to his private banking enterpris?2s. Efforts are being made to prevail 
upon the President to implement the bi-partisan foreign policy by appointing John 
Foster Dulles to second spot from the top. Mr. Truman is cold to the suggestion. 
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The Political and Economic 


Considerations Stemming freind 


Current International Impasse 


By V. L. HOROTH 


he outcome of the Presidential elections 
here must have come as a sad disappointment to the 
Spanish dictator, Generalissimo Francisco Franco. 
It has been known that the men around him put 
high hopes in a change of government in the United 
States. They apparently believed that a Republican 
Government in Washington would assume a friend- 
lier attitude toward Spain’s need of, if not a gov- 
ernment then at least a private loan. 

This was not the first disappointment. Franco is 
said to have hoped earlier this year for a communist 
victory in Italy, on the theory that the United States 
would spare no expense to build up Spain as a bar- 
rier against communism, much as we are now 
strengthening Turkey and Greece. 

The Europeans, who are quite cynical about inter- 
national politics, claim, half seriously and half jest- 
ingly, that General Franco has been staying in 
power “through the grace of Stalin.” By this they 
mean that if it were not for the growing threat of 
Russian expansion, Franco might have been forced 
out a long time ago. But in recent years the con- 
viction has been growing that the Franco regime in 
Spain is definitely a lesser evil. 

The people in Spain today are generally under- 
nourished, tired, and horrified at the thought of an- 
other civil war. Despite discontent and passive sup- 
port for the monarchy there is no organized opposi- 
tion except that of the communists. Communist be- 
havior during the Civil War days discredited them 
thoroughly in the eyes of the Spanish people; up to 
now their number has been small, though it may 
grow if the economic situation continues to de- 
teriorate. 

The delivery of Spain into the hands of the 
Kremlin would be no laughing matter. Because of 
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Photos by Press Assoc. 
Spain’s highly strategic location, our position in 
Greece and Turkey would be greatly weakened and 
would require reconsideration. However, Moscow 
chances are extremely slim. General Franco is well 
in the saddle—and his chief worry is the shaky 
economic position of Spain rather than political 
opposition. 


Plea for Friendlier Ties 


It has been due largely to the intensification of the 
“cold war” between the East and West, that efforts, 
have been redoubled to put relations between 
Franco’s Spain and the United States on a more 
friendly basis. Besides guarding, together with Gib- 
raltar, the western entrance to the Mediterranean, 
Spain possesses a number of natural harbors ideal 
for anti-submarine activities, and mountain pro- 
tected plains that would be equally ideal for air 
bases. Furthermore, the great mountain barrier, the 
Pyrenees, is rugged enough to stop any invader 
that might over-run Western Europe. 

Beside military advantages, Spain could make a 
number of valuable contributions to Western Europ- 
ean recovery if included in the ERP. It has sur- 
pluses of citrus fruit and olive oil; its output of 
non-ferrous metals and iron ore could be raised 
substantially if mining equipment could be modern- 
ized, and Catalonian cotton mills could turn out 
badly needed textiles in sizable quantities if raw 
cotton were available. 

The U. S. House of Representatives has been 
mindful of these possibilities and last March voted a 
proposal to include Spain in the Marshall aid. But 
the move was quickly forestalled by President Tru- 
man. More recently a number of prominent Amer- 
ican visitors have interested themselves in bettering 
Spanish-American relations. Mr. Myron Taylor, 
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Spain: Banking, Prices and Trade 
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President Truman’s representative at the Vatican, 
was the first one to talk with the Generalissimo. 
Other visitors included Senator Chan Gurney of 
South Dakota, who heads the Senate Armed Service 
Committee, Senator J. W. Fulbright, Rear Admiral 
E. T. Woodridge, Senator Alben Barkley, and Mr. 
Eric Johnson, president of the Motion Picture Asso- 
ciation. Another visitor, former Postmaster General 
James A. Farley added his plea to that of many 
other well-meaning persons who, largely for reli- 
gious reasons, argue that Spain deserves a helping 
hand to overcome its present difficulties. 
Unfortunately General Franco, instead of meet- 
ing us half way, has been apparently led to inter- 
, pret our attempts at greater friendliness as a sign 
of weakness. Eager to get as many badly needed 
dollars as possible to help his country’s rehabilita- 
tion, he has apparently put a price—some $1,450,- 
000,000—to be paid to him over a four-year period 
—on his cooperation, but he would accept less—con- 
siderably less. The point is that General Franco 
needs the dollars for American steel, machinery, 
tools, roiling stock, and fertilizers—to name just a 
few of Spain’s requirements—far more than we 
need his airfields and harbors—or even his Pyrenees. 


Heritage of the Civil War 


Economically Spain has not yet fully recovered 
from the wanton destruction of the civil war fought 
from the Summer of 1936 to the Spring of 1939. 
It is true that factories and railroads have been re- 
built — or more correctly ‘“‘patched-up.” However, 
little new equipment has been available. At the 
beginning, the Regime had no money. Under the 
Republic the huge gold reserve placed at about $730 
million in the Summer of 1936 had been dissipated 
largely for the conduct of the war. What was left 
was taken abroad by the Republicans. During the 
war, when Spain came into some money by selling 
to both sides at high prices such strategic materials 
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closed from time to time be- 
ee cause of lack of raw cotton. 
Similarly sardine and olive-packing plants have had 
to limit their pack because Spain has no dollars to 
buy the tin plate which recently was allocated to 
it by the United States. 

The lack of fertilizers—chiefly nitrogenous—has 
played an important part in reducing crops since 
1939, particularly those of bread grains. In centrast, 
the Spanish population has increased in the past 
nine years by more than 10 per cent. To feed this 
growing population and to prevent shortages, Spain 
will have to import more food, modernize its farm- 
ing methods, and build more water works and 
hydroelectric stations. 


Deterioration of Transport System 


The steady deterioration of the transport system 
has had serious consequences. There are not enough 
trains to transport available goods from one part of 
the country to another. Coal heaps at the mines are 
growing for that reason. Because of the lack of 
transportation it has been impossible to move all of 
the last two big olive crops from producing to con- 
suming areas. Since there has not been enough stor- 
age space either, a part of the harvest has been lost. 
Yet, at the same time throughout the non-olive 
growing areas there has been an acute shortage of 
olive oil, a vital item in the Spanish diet. 

The deterioration of the transportation system 
and the constant breakdowns in factory production 
have contributed greatly to inflation. Prices differ 
widely from district to district. The grower in the 
Jaen districts, where the bulk of the olive crop is 
grown, may not get more than about 10 pesetas for 
a litre of olive oil, which in the north may cost in 
the black market 100 pesetas a litre or even more. 

The official figures show that wholesale prices are 
about 5 times—and the cost of living about 4 times 
as high as before the war (see table). Actually the 
cost of living is at least 10 times as high as it was 
in 1936 just before the outbreak of the Civil War, 
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the black market. 
To keep qualified 
workers on the job, many industrial plants have 
been paying bonuses in factory products which 
workers then resell in the black market. 

The inflation has made Spanish products too high, 
and almost impossible to sell in world markets. 
Spanish quicksilver, olive oil, oranges, almonds, 
cork are going begging, particularly since some of 
the competitors, such as Italy, have revalued their 
currency. Spain has even difficulty in selling such 
strategic material as tungsten. As to manufactured 
products, they are sold almost exclusively in the 
domestic market. 

To encourage exports in order to get some dollar 
exchange, the Spanish industrialists have been urg- 
ing the Government to devalue the pesetas which is 
officially quoted at 11 to the dollar. The preferential 
rate for travelers and for certain exports is 16.8 
pesetas to the dollar. However in the black market 
the dollar bought last Summer—when the future of 
Franco’s regime became somewhat uncertain—as 
many as 40 pesetas. Since then the dollar dropped 
to about 30 pesetas in Madrid, but it is still quoted 
at over 40 pesetas in Tangier. 


The Army and the Bureaucratic Machine 


The maintenance of a large army, and the cum- 
bersome working of a huge bureaucratic machine 
which exercises a centralized control over foreign 
trade as well as over inter-provincial trade, has also 
contributed to inflation. The army expenditures, 
hidden in the budget, have been responsible for the 
succession of heavy deficits, and the growth of the 
public debt to a level at least three times prewar. 
Also, the Army has the first call on the country’s 
production; it maintains special stores which are 
said to be the principal sources of black market 
goods. 

The bureaucratic machine enjoys special privi- 
leges. Since Spain is a corporate state, like Italy 
under Mussolini, all supplies and equipment for 
individual industries are handled by special agencies 
in Madrid (there are hundreds of them). These 
agencies are in turn responsible for the distribution 
of the product. The system is not only inefficient, 
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but invites corruption. The officials are known to 
have made fortunes by selling in the black market 
the suppliés supposed to go to individual factories. 


Desperate Need of a Loan 


Since the army and the officialdom are “the state,” 
there are none of the safety valves provided nor- 
mally by opposition in democratic countries. Any 
criticism is simply impossible though from time to 
time the Catholic Church—the Spanish bishops and 
the Vatican—have been critical in attempting to 
right the more obvious wrongs. 

Spain is in desperate (Please turn to page 202) 
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Fruits and preparations (olives). Soa $13.2 
Vegetable oils (olive oil) (a). es ears 2.7 
Cork and manufactures ey 
Nuts and preparations ins ies 1.4 
Spices ........... saree eee nee ee aS ook ed a 
Sardines and other fish products... epee a OTN ; 1.2 
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Expansion plans of the electric utility indus- 
try, totalling some $6 billions, have created 
financing problems which under current 


market conditions are difficult to solve 


Realistic Survey of 


Electric Utility 
Companies 


By EDWIN A. BARNES 


ba?! he electric utility companies have enjoyed 
the most consistent growth record of any major in- 
dustry. Since 1926 they have increased their output 
from 65,000,000,000 KWH to an estimated 230,000,- 
000,000. Because of rate reductions, revenues did not 
gain as fast—from $1,415,000,000 to an estimated 
$3,800,000,000. And due mainly to constantly in- 
creasing taxes and fuel costs, net income for stock- 
holders has increased only from $400,000,000 to 
about $675,000,000 (estimated for the current year). 

In the 1920s the utilities did a substantial amount 
of financing (it was easy then to sell preferred and 
common stocks) and generating capacity increased 
from 12,000,000 KW in 1920 to 30,000,000 KW in 
1930. During the 1930s, due to the prolonged depres- 
sion, capacity gained only 4,000,000 KW, but during 
the war the total was pushed up to 40,000,000. New 
construction during the period 1932-1945 was 
financed almost entirely out of surplus earnings; the 
utilities sold only a moderate amount of bonds for 
new capital, and there was little or no stock financ- 
ing. 

The utilities did a marvelous operating job during 
the war. With generating capacity only 33 per cent 
greater than in 1930, they handled an increase in 
output of 116 per cent. They were able to do this 


because (1) they had had some excess capacity in: 
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the 1930s, (2) there was also a “normal” reserve 
capacity for emergencies of about 20-25 per cent; 
(3) new devices such as high-pressure topping units, 
hydrogen cooling, etc. have increased efficiency con- 
siderably beyond name-plate capacity; and (4) util- 
ities have been widely inter-connected, so that they 
could pool their resources and sell each other power 
in emergencies. In addition (though the figures are 
not included above) the war effort was aided by 
the construction of big Government dams and power 
plants—TVA, Bonneville and others—which coop- 
erated with the private utilities. 

During the war it was anticipated that business 


activity and the demand for power might decline’ 


sharply after the end of the conflict. But instead of 
8,000,000 unemployed forecast by Government econ- 
omists and others, a business boom developed ex- 
ceeding all expectations. Power demand dropped off 
a little when some of the big aluminum plants and 
munitions factories closed, but it soon started rising 
at a rapid rate in 1947. Leaders i in the electric power 
industry began to realize that the industry had used 
up all its reserve capacity and that it would have 
to strain every effort to supply the increased post- 
war demand. 


The Factor of Fuel Costs 


With old and inefficient steam plants (normally 
used only in emergencies and to handle the peak 
load around Christmas) in almost steady use, the 
industry was paying a big fuel bill, and was being 
doubly penalized by the rapid rise in the price of 
coal and fuel oil. Only those companies (mainly in 
the South) which were able to use cheap natural 
gas as boiler fuel escaped this penalty of rising 
costs. The increased industrial load was unprofit- 
able to most coal-burning utilities—the new business 
was mainly on a low-rate and high-cost basis. 

Hence, it was imperative to install new generators 
and other facilities as quickly as possible, for three 
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purposes—(1) to substitute new we 
efficient equipment for the old Prete . —m H 
: t I tli 
obsolete plants (reducing fuel cost Statistical Data on Electric Utility Operating Companies 
as much as one-half in some 1948 | 
cases), (2) to restore a normal Price Range Price 
margin of safety in operations, Recent ————-___ J Earnings Earn. 
and (3) to provide for continued Company Price High Low Dividend Yield 12 Mos. Ended Ratio 
growth of the business, antici- Cincinnati G. & EB... 27, __29H%4-23Yy $1.40 5.1% June $1.97 14.0 
pated during 1948-52. _ Cleveland Elec. Illum.... 40'/p— 424-34. 2.2054 June 2.65 = 15.3 
Under the leadership of the Columbus & So. Ohio El 4l 43%4-35/2 280 68 June 4.12 10.0 
Edison Electric Institute, almost nh a a : : = 
all electric companies laid out Commonwealth Edison .... Le 2934-25!/2 1.50 5.6 Sept. 1.73 15.6 
construction budgets in 1947 for Cons. Edison of N. Y. 24 25'/e-21 1.60 67 Sept. 2.29 10.5 
the four-year period 1948-52. Cons. Gas of Balt. 63 70 -62% 3.60 5.7 Sept. 386 163 
One company, Union Electric of Consumers Power 33,  35%-32% 2.00 6.0 Sept. 2.78 ~=— 12.1 
Missouri (a subsidiary of North , ir rae 
American Company), even an- marten : : a = ¥% 1.80 6.0 June 2.24 13.4 
nounced plans for spending the etroit Edison . 20 2 21 4-20 1.20 5.9 Sept. 1.41 14.5 
huge sum of $375,000,000 over a Gulf States Utilities 17 18!/>-14 1.00 59 Aug. 1.67 10.2 
15-year period, but for the most Houston Lighting . 46 49-38 2.20 48 Sept. 3.69 = 12.5 
part the utilities were content to Illinois Power 28 30-25! 2.00 7.1 June 290 9.7 
look ahead only four years. The a ar oe 
Institute compiled the industry’s ndianapolis P. & L........ 22'/ 25!/g-2054 1.50 6.7 June 2.66 8.5 
totals for these plans, arriving at Northern States Pwr. (Minn.); 9 "/4- 8% 0.60* 6.7 June 0.89 10.1 
a round figure of $6,000,000,000 Ohio Edison eee 30W/y 344-272 2.00 66 Sept. 280 10.9 
(for the electric utilities only). Pacific G. 8 Eo enn 33 36%-30/, 2.00 61 July 222 149 
Since at that time it took two Penn. Power & Light. 18!/,-20'%y-17%e 1.20 S)~—CSSept. 230 = 8.0 
or three years to obtain delivery Par - 
of the big furbo-generators, it Philadelphia Elec. ......... 22 247-21 5%, 1.20 5.5 Sept. !.60 13.8 
was necessary to formulate a Potomac Elec. Power 13/2 141/4-12'/2 0.90 67 June 0.86 15.7 
long-range program. There are Pub. Ser. of Colorado 37//, 3956-322 2.20 59 June 4.73 7.9 
only Sea alg So mes _— Pub. Ser. E. & 6... ue 21Yq——-24Yg-20%e— ‘1.6074 Apr. 2.05PF 10.5 
generators — Genera ectric, vega ue onk , a 4 
Westinghouse, Allis-Chalmere and a << Edison... wu. 29Y/q 30%4-25!/, 50 5. June 2.0 4.7 
Elliott—and all of them have been Virginia Elec. & Power. . 164 1834-143, 1.20 7.3 Sept. 1.37 12.0 
booked far ahead with orders. Wisconsin Elec. Power.. 16!/2 18 -15 1.00 6.1 June 1.65 10.0 
DEE ee SD cm Z a 
tors, but this did not prove feas- 
ible since the larger machines *Estimated Oh—Pre Fenn. * 
have to be hand-tailored to meet 




















local conditions and varying plans. 

Because of rising construction costs there has 
been some doubt whether the construction program 
can be completed for $6,000,000,000—it may cost 
$8,000,000,000 or more. However, most calculations 
regarding financing for the industry have been based 
on the original figure. Here is the way Ebasco Ser- 
vices, Inc., service subsidiary of Electric Bond & 
Share, estimates the method of financing the cost: 

Billions 
Depreciation and amortization accruals $1.8 
Surplus earnings 8 
Sale of mortgage bond and debentures 2.1 
Sale of preferred and common stocks.... 1.3 

This would mean that in each of the four years, 
the electric utilities should sell some $525,000,000 
bonds and debentures, and $325,000,000 preferred 
and common stocks. On this basis during the four- 
year period, funded debt would increase about 32 
per cent and capital stock about 28 per cent. 

Actually, the program has not worked out as 
favorably as this. A considerable amount of con- 
struction has been financed through temporary bank 
loans. The industry also sold a much larger propor- 
tion of bonds, and considerably less preferred and 
common stock, than anticipated. 

Technical difficulties were encountered with pre- 
ferred stock offerings. A large proportion of past 
issues had been sold to insurance companies. So 
long as these institutions had surplus funds for in- 
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vestment, and new issues were for refunding pur- 
poses, they had been willing to pay fancy prices. 
(Some utilities refunded old preferred stocks with 
new issues bearing dividend rates as low:as $3.25). 

But about two years ago insurance companies 
found other uses for their surplus funds and began 
to look askance at utility preferred stocks issues. 
They decided that these issues would prove quite 
vulnerable to any rise in interest rates (which as- 
sumption proved quite correct when the “peg” on 
long-term Government bonds was reduced about a 
year ago). Leading institutions decided that tuney 
wanted protection against these price declines by 
the use of sinking funds, or by arrangements for 
permissive amortization. While some utilities finally 
acceded to the request for sinking funds, preferred 
stock financing remained under a heavy cloud from 
that time on. 


Competitive Bidding vs. Negotiated Deals 


Another serious difficulty was Rule U-50 of the 
Securities and Exchange Commission, which re- 
quired competitive bidding for new utility issues. 
This worked satisfactorily with bond issues, but 
with the unsettled market for preferred and common 
stocks, investment bankers preferred negotiated 
deals (with a single group) to the competitive bid- 
ding method. On some competitive issues no bids 
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at all were made and in other cases postponements 
were necessary. The SEC began to permit negotiated 
bidding in some cases, but the utilities had to ask 
permission (and prove their case). Also, Otis & Co., 
proponents of competitive biddings, have sought to 
compel the SEC to adhere to Rule U-50, which has 
added to the confusion. 


Stock Offerings Handicapped by Market Conditions 


Common stock offerings have also been handi- 
capped by general market conditions, and by the 
competition from occasional sales of portfolio hold- 
ings by holding companies. As the result, only about 
14 per cent of all financing by utility companies is 
in the form of preferred and common stocks. About 
86 per cent consists of mortgage bonds and deben- 
tures—but in some cases the latter are convertible 
into common stock. 

About fifteen convertible debentures and preferred 
stocks have been issued by the utility companies in 
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the past two years, and several issues are now pend- 
ing. Detroit Edison recently announced the sale of 
$47 million 10-year debenture 3s (the rate has been 
raised from 2.80 per cent) which will be convertible 
at 20 beginning December 1, 1950. With the stock 
selling slightly above 20, the conversion privilege is 
obviously attractive despite the two-year waiting 
period. Peoples Gas of Chicago recently issued $16,- 
400,000 convertible 3s due 1963 to stockholders, con- 
vertible initially into stock at 100 (the stock is 
around 93-95). The issue was underwritten by 
Halsey, Stuart & Co., who offered to pay the com- 
pany $1,000 for the right to buy at 100 any deben- 
tures not subscribed by common stockholders. 


Novel Features 


Most of the recent common stock offerings made 
by utilities have been in the form of subscription 
rights, and some of these had novel features. South- 
western Public Service and several other companies 
have permitted “over-subscriptions” in addition to 
the exercise of rights, thus assuring sale of the 
whole issue. Columbia Gas in its recent successful 
offering enlisted the services of a nation-wide group 
of dealers, paying them a commission for soliciting 
subscriptions. Virginia Electric & Power is currently 
planning to issue common stock to its stockholders, 
giving them the privilege of paying in three equal 
installments up to next June. 

There is only about one trick which the utilities 
have not yet taken out of the 1929 bag—sale of 
stock to customers—and for some reason none of 
them seem anxious to re-employ this method, which 
was successfully used for the sale of a billion or so 
of securities in 1924-33. By offering convertible 
bonds, convertible preferred stocks or common 
stocks to their own stockholders, the utilities are 
doing their best to avoid straight public offerings, 
which the bankers are not very anxious to handle 
under present conditions. 

To illustrate the difficulties with straight offer- 
ings—Standard Gas & Electric recently proposed to 
sell 400,000 shares of Oklahoma Gas & Electric. 
They sought to obtain a negotiated deal, to which the 
SEC seemed agreeable. However (apparently because 
the house which was undertaking the sale reported 
a disappointing response) , Standard reduced 
the size of the issue to 250,000 shares and 
made the deal competitive. 


Other Offerings 


The stock was offered at $34.50 per share 
October 21 by the successful bidder and 
part of the issue was sold. The syndicate 
was dissolved about November 8, and the 
price broke to around 30, reflecting the 
sharp post-election slump in the market. 
Despite this showing, Commonwealth & 
Southern is proceeding with plans to sell 
675,000 shares of Southern Indiana Gas & 
Electric; but Electric Bond & Share has ap- 
parently deferred its offering of Carolina 
P. & L. Stock. 

Will the utilities have to slow up their 
construction program if current market 
conditions continue? Not necessarily, since 
many of them can issue bonds instead of 
stock without raising their debt ratios too 
high. Moreover, (Please turn to page 202) 
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5} he general disregard of good news as an 
influence upon share prices during the postwar 
boom attests to extreme caution by investors in eye- 
ing the road ahead. Despite continuously built up 
evidence for almost three years past of dynamic and 
unprecedented progress by many of our strongest 
corporations, fear of a coming “bust’’ period has 
tempered stock market enthusiasm. Indeed, con- 
sistent improvement in earnings often seems to 
have been viewed as confirmation of suspicions that 
“bad times” must be right around the corner and 
that share prices have inadequately discounted ap- 
proaching troubles. 

While such ultra-conservative appraisals of our 
economic future tend to bulwark the fundamental 
position of the stock market if some kind of a reces- 
sion materializes later on, the broad acceptance of 
cautious policies has undeservedly held the prices 
of certain shares at levels inconsistent with accom- 
plished facts as well as clearly indicated potentials 
for several years to come, in our opinion. In other 
words, cynicism over lush earnings has failed to 
recognize the causes for their existence in numerous 
cases and the soundness of hopes for their relative 
permanence during the intermediate term. In study- 
ing the situation, our staff has selected four concerns 
that appear to qualify in this category, after mak- 
ing liberal allowances for a possible levelling off or 
moderate decline in their profit trends. On following 
pages we present a brief analysis and statistical 
picture of the four companies selected. 

As a basis for our selections we have picked a 
few industries that have surged ahead impressively 
in postwar, but as yet have been unable to match 
output with demand. Looking ahead in each case, 
substantial sums spent for expansion and moderni- 
zation now promise to bear fruit through increased 


production, the maintenance of high level sales and, 


very satisfactory earnings. Between domestic and 
foreign demands, there is every indication that cur- 
rent heavy backlogs will warrant capacity opera- 
tions for an extended period. Leading concerns in 
these industries have prospered greatly for several 
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seven years past have been 
making money at an unprece- 
dented rate and for the first 
time in history are flush 
enough to purchase far more 
mechanized equipment than 
manufacturers can deliver for 
several years to come. Migra- 
tion of farm labor to the big 
centers is forcing dependence 
upon powered machines as 
never before, and the farmers have learned to their 
pleasure that investment in machinery brings liberal 
rewards. Continuance of price supports, now 
strongly indicated, signals continued high farm in- 
come and greatly strengthens potentials for the 
farm equipment industry. 

In like manner the record activities of machinery 
manufacturers specializing in conveying, excavat- 
ing, power transmission and similar equipment 
show little evidence of slowing down for quite a 
while. Volume of this industry has increased almost 
spectacularly in postwar, to the cumulative benefit 
of its stronger components. Some of these concerns 
face an extended period where demand for their 
products from almost every industry should sustain 
operations at a capacity level. As steel supplies be- 
come more ample and expanded facilities permit 
higher output, their earnings should reflect the ad- 
vantage of rapid turnover and steady mass produc- 
tion. What further brightens the outlook for this 
industry is that if any serious recession occurs, a 
resurgence of demand for equipment needed for 
public building and road construction will relieve 
the impact. 


Bi 





Large Volume in Paper Containers 


The broadly expanding demand for paper bags 
and containers during good times and bad alike for 
decades past has reached peak proportions in post- 
war. The relatively low cost, increased strength and 
improved appearance of these products has en- 
trenched them firmly in popular favor, while the 
speed with which they must be replaced lends great 
stability to the operations of their producers. Ex- 
perienced and well integrated manufacturers in this 
field have an enviable record that seems unlikely to 
become less favorable. 

For our fourth industry we have picked the manu- 
facture of die castings, parts, plumbing fixtures and 
hardware. A long line of industries supplying con- 
sumer durable goods need quantities of these items 
in producing their own (Please turn to page 199) 
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LINK BELT COMPANY 


BUSINESS: Production of conveyor and drive chains, elevating, crushing, 
conveying and screening machinery, cranes, draglines and power shovels, 

ball bearings, power transmission equipment and variable speed controls 
provides broad diversification for Link Belt Co. 


OUTLOOK: As long as the present industrial boom lasts, demand for the 
company's numerous products should continue at record levels. It would 
be hard to name an industry that does not patronize Link Belt rather fre- 
quently. The efficiency and cost savings characteristic of the equipment 
provided have long been established. While the business is sensitive to 
cyclical influences, the record shows that Link Belt has recovered from 
depressive periods more rapidly than most machinery manufacturers, thus 
lending a measure of stability to its long term operations. In the course of 
a decade the company's volume has expanded more than four-fold, 
amounting to $87.3 million in 1947 and topping an annual rate of $100 
million during the first half of 1948. Despite impressive growth, no creation 
of funded debt has been necessary and in 1945 all outstanding preferred 
stock was retired. Hence the 807,930 shares of common outstanding repre- 
sent a simple capital structure. Following the uptrend in sales, net earnings 
have advanced from $1.33 per share in 1938 to an all-time high of $8.68 
in 1947, with $8.81 per share reported for the first nine months of 1948. 


DIVIDEND ACTION: A consistently strong financial status has enabled 
Link Belt to pay dividends regularly for 42 years past, despite some deficits 
incurred in the early 1930s. During the current year, a 1947 year-end extra 
of $1 was paid in January, along with two quarterly payments of 75 cents 
per sg and a lift to $1 in the third quarter, for a total of $3.50 paid 
thus tar. 


MARKET ACTION: Recent price—63'/.. The range for 1948 has been 
high—70!/4, low—55'/4. 


COMPARATIVE BALANCE SHEET ITEMS 










Dec. 31, June 30, 
1940 1947 Change 

ASSETS (000 omitted) 
I eas cn snelan sikh sab sicndonbeksienssoabin $ 3,140 $12,709 +$ 9,569 
Marketable Securities ... bbe 1,546 3,261 + 1,715 
Receivables, net ............... 5,197 9,851 + 4,654 
Inventories ................ rite =o 5,696 15,058 + 9,362 
Other Current Assets............ 4 1 51 “ph 40 
TOTAL CURRENT ASSETS...... 15,590 40,930 + 25,340 
Plant and Equipment............ 16,733 24,626 + 7,893 
Less Depreciation ...... 8,508 9,908 + 1,400 
Net Property ......... 8,225 14,718 + 6,A93 
Other Assets ....... aie 583 614 + 31 
PE IIIS sic fo cecacsssceppoecocssscvesncgnsschad $24,398 $56,262 +$31,864 
LIABILITIES 
IID savinictsinetiseisencressevencsastas $ 1,879 $ 8,362 +$ 6,483 
Reserve for Taxes................ 1,348 5,529 + 4,181 
Other Current Liabilities.......... 898 1,509 + 611 
TOTAL CURRENT LIABILITIES.... 4,125 15,400 + 11,275 
IE Bech ci tvcbrccp iu pices ches phentsssbonaspikaoaasbs 13,871 15,544 + 1,673 
IE hh ts Sab ehe vhs ce ccsoedduvececssnschocsbovssete 6,268 25,412 + 19,144 
eaten ee eee $24,398 $56,262 +$31,864 
WORKING CAPITAL ...... «a. $11,465 $25,530 +$14,065 
RN IIIUED a2s0<0sesronsseactesecessnecensusess 3.8 2.7 — 411 
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DOEHLER-JARVIS CORPORATION 


BUSINESS: Company was formed in 1944 as a consolidation of Doehler 
Die Casting Company and W. B. Jarvis Company, two old established 
specialists in their field. Plants are owned in New York, Pennsylvania, 
Ohio, Illinois and Michigan. 


OUTLOOK: Manufacturers of automobiles, refrigerators, washing ma- 
chines, radios, plumbing fixtures, electrical appliances and similar durables 
find a highly dependable source of supply for non-ferrous metal castings 
in Doehler-Jarvis. The company is in a position to supply items accurately 
made and plated, ranging in size from minute items up to 40 pounds. 
Demand for these products in postwar has been so heavy that the com- 
pany has spent some $6 million for expansion and modernization of its 
facilities. Both concerns prior to the consolidation had experienced marked 
growth and after combination, sales mounted steadily to a record height 
of $64.3 million in 1947, expanding further to an annual rate of $74 mil- 
lion in the current first half year. Backlog orders at midyear pointed to 
capacity operations for the balance of the year. Profit margins on expand- 
ing sales have been wide enough to produce a steady rise in earnings. 
In fact the latter have proved ample to finance the substantial postwar 
expansion program, leaving the common stock free from senior obligations. 
Net earnings were $4.59 per share in 1946 and $5.98 in 1947, sharply rising 
to $4.13 for the first half of the current year. 





DIVIDEND ACTION: Variable but fairly regular dividends were paid by 
the two predecessor concerns and since 1945 the annual rate increased 
from $1 per share to $1.62'/2 in 1947. In the third quarter of 1948 the rate 
was lifted to 50 cents per share quarterly from 37!/2 cents paid previously 
and a year-end extra seems probable. 


MARKET ACTION: Recent price—35, compared with a 1948 range of 
high—40, low—29. 


COMPARATIVE BALANCE SHEET ITEMS 











ine 30, Dec. 31, 
945 1947 Change 

ASSETS (000 omitted) 
NN oat aac Ronse rn tes coins sun esn caged vcd oa nh tave $ 4,036 $ 6,033 +$ 1,997 
Marketable Securities ..... bes 1,377 4 — 1,373 
Receivables, net ............. a 3,530 5,575 + 2,045 
Inventories .................. 2,312 4,583 + 2,271 
CE REE en = eS Oa — 4 
TOTAL CURRENT ASSETS........................ 11,719 16,195 + 4,A76 
Plant and Equipment............................. 8,044 12,463 + 4,419 
Less Depreciation ........ pSaspapveneiereccabeete 4,142 3,114 — 1,028 
Net ra ata Beasnces cavusecsencwstccvesopnarkisers 3,902 9,349 + 5,447 

Eoeucbagutibees baktecoschchochaccisscn net aa 528 “bh 79 
TOTAL ASSETS Beira o eo ercifussicseneatiate $16,070 $26,072 +$10,002 
LIABILITIES 
Accounts ay od TREES Se Dy eee $ 1,646 $ 2,561 +$ 915 
Reserve for Taxes........ IS 5,539 (a) 4,883(a) — 656 
Other ana y Liabilities Ei Levbnsscetaasednie 870 2,655 a 215 
“TOTAL CURRENT LIABILITIES.................. 4,516 5,216 + 700 
IT shied onic hiahietheabeiahanneabscsctaxaseenin 875 1,800 4 925 
IN Se Shichdvsscubsdudiodbacssddabiheec oavdecdsntesocvs 5,248 Dee) eee 
NN ah fe sks SN cos acpanatniononaees 5,458 13,835 + 8,377 
TOTAL LIABILITIES . $16,070 $26,072 +$10, 
WORKING CAPITAL . $ 7,203 $10,979 +$ 3,776 
SITE FRPRBUOD cescccecesersesssonessnstoseccondace 2.6 2.9 aa 3 


(a)—U. S. Tax Notes, not included in current liabilities. 
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OLIVER CORPORATION 


BUSINESS: Company manufactures a broad line of farm equipment, in- 
cluding agricultural and industrial tractors of various types, harvesting and 
threshing machines, seeders, binders, balers and tillage tools, as well as 
wagons and trucks. 

OUTLOOK: Record high farm income and scarcity of labor have sustained 
a demand for mechanical equipment above capacity limits. The long 
established reputation of Oliver products has brought a full share of this 
large business to the company, and these conditions are likely to endure 
in the foreseeable future. Back in 1938, volume was a rather modest $18.7 
million but year by year expanded to $73.7 million in fiscal 1947 ended 
October 31. For nine months of the 1948 fiscal year, volume exceeded $73 
million and the management predicted sales would top $100 milliog for 
the full period. Oliver maintains some 40 branches throughout the United 
States to sell and service its customers, and exports to many foreign coun- 
tries. The company’s postwar modernization and expansion program has 
been virtually completed, involving outlays of about $23 million. Sale of 
82,000 shares of prefered a few years ago, a long term bank credit of $8 
million, along with retained earnings, helped to finance this sizable pro- 
gram, yet working capital, $27 million at the end of fiscal 1947, remained 
satisfactory. Net earnings since 1940 have averaged about $2.50 per 
share, with $4.61 reported in 1947. $6.04 per share was earned in nine 
months of fiscal 1948. 

DIVIDEND ACTION: Since 1941 dividends have been paid regularly, 
though at variable rates. In 1947, $1 per share was distributed. Thus far 
in 1948, $3 have been declared, including a special of 50 cents payable 
in June, an extra of 25 cents in September, and and another 50 cent 
extra payable in December. 

MARKET ACTION: Recent price—30'/g, compared with a 1948 range of 
high—3634, low—2254. 


COMPARATIVE BALANCE SHEET ITEMS 


Dec. 31, Oct. 31, 
















1940 1947 Change 

ASSETS (000 omitted) 
MIN is snssissisescescasccccpacssoossosudsnctcoeestodan evel $ 2,942 $ 5,140 +$ 2,198 
Marketable Securities ...................00:::6665000 seeeeeee 900 + 900 
Receivables, MIA i 5s sda aavivebanasdsssnvexeecsicotas 4,550 7,390 + 2,840 

je: 10,265 26,308 + 16,043 
TOTAL CURRENT ASSETS. pastadessGessuseaceacces 17,757 39,738 + 21,981 
Plant and Equipment......... .. 16,262 32,072 + 15,810 
Less Depreciation .......... 9,486 16,082 + 6,596 
Net Property ......... 6,776 15,990 + 9,214 
Other Assets ........ 1,098 603 oe 495 
NIEMINEN 5525 Sox Uncen sc cscasctneccnvesvesees aint $25,631 $56,331 +$30,700 
LIABILITIES 
Notes Payable .......................cccecceeeeeeees io oe —$ 375 
Accounts Payable ... ; 820 $ 7,345 + 6,525 
Reserve for Taxes.............. 317 4,328 + 4,011 
Other Current Liabilities.......... 798 804 a 6 
TOTAL CURRENT LIABILITIES... 2,310 12,477 + 10,167 
Long Term Debt.... Vo! ee — 2,625 
II SoC cacciccciuc vas vacsdsk cates Sakecdccndae . ( bachdcs 2,700 + 2,700 
Capital ... 13,743 25,604 + 11,861 
IID pn cbssecncaveseceasass 6,948 16,963 + 10,015 
TOTAL LIABILITIES ........ $25,631 $56,331 +$30,700 
WORKING CAPITAL ...... $15,447 $27,261 +$11,814 
CEPUROMENON MEIN OOD ccc. ccciecosccssascsccosscccesnice 7.7 3.2 — 45 
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UNION BAG & PAPER CORPORATION 


BUSINESS: Company is the largest producer of paper bags, as well as an 
important supplier of kraft container board, wrapping paper, multi-wall 
sacks, waterproof papers and similar items. 500,000 acres of woodland 
owned or leased provide an ample source of pulp. 


OUTLOOK: For the last sixteen years in a row, volume of this leading paper 
bag manufacturer has established new high records annually. To judge 
from results thus far in the current year, a new peak of around $75 million 
may be attained. Compared with $6.4 million in 1932, this attests to 
vigorous growth as improved quality and relatively low prices for paper 
containers won increasing popularity among users. The business has an 
inherent advantage in the rapid expendability of its products, for this 
reason enhancing replacement potentials on an ever broadening scale. 
While the management cautions that the present sellers’ market shows 
signs of tapering off soon, company's strong trade position should sustain 
sales on a far Tisher level than in prewar. Approximately 1.48 million 
shares of common stock and about $3.5 million notes provide a rather 
simple capital structure. At the end of 1947, working capital of $14.7 mil- 
lion was of record proportions. During the last five years, net earnings 
have steadily improved, reaching $7.93 per share in 1947 and reported 
as $7.11 per share for the nine months ended September 30, 1948. 


DIVIDEND ACTION: Except for omissions in a few years of extreme de- 
pression, Union Bag and Paper has uniformly paid dividends and the 
trend has been upward for the last five years. In 1947, including extras, 
$3 per share was paid and thus far in 1948, $2.25 has been distributed. 


MARKET ACTION: Recent price—315, compared with a 1948 range of 
high—397, low 2754. 


COMPARATIVE BALANCE SHEET ITEMS 














December 31, 
1940 1947 Change 

ASSETS (000 omitted) 
ea Sran ds gas dy ta dena Snsdgvacacseoceiewatcnmeacauss $ 1,870 $ 4,383 +$ 2,513 
Marketable Securities ............................ 4,654 + 3,655 
Receivables, met ................cccccccceeeeeeeeeeee 2,216 3,939 + 1,723 
ooo ic ceck eh acivecoccancscceaseseus 2,560 5,710 + 43,150 
TOTAL CURRENT ASSETS........................ 7,645 18,686 + 1,041 
Plant and Equipment.............................. —— 6 dll“ lt OUC=“it:*‘C:*é‘“ 
ROG OMT ORIIIT oie ccccaccinesccccccccssescccczace ha eee 
Net Property ........... 13,084 19,059 + 5,975 
Other Assets ...... 1,725 4,578 2,853 
Oe MII oso vociscns os ssisccsaivedeceacaciccu tes $22,454 $42,323 +$19,869 
LIABILITIES 
I ogo voc ncscnasnscscnecacccdocsee $ 113 $ 444 +$ 331 
TIN FOEIID ccc cccsccveccscccscccecccceceses 477 1,705 + 1,228 
Reserve for Taxes............... 1,562 7,546 + 5,984 
Other Current Liabilities........ 390 1,792 + 1,402 
TOTAL CURRENT LIABILITIES.. 2,542 3,942 + 1,400 
RRR POU INE IOC oo oise sc ccsccceceiscecceccecsecaee 4,686 3,595 — 1,091 
WINN cae ccetcksccinicosseuackesecaaissseaussasneces 252 271 oe 19 
I ao aisacc as cenntuaseavesavesevqeassacestaxccenendie 9,543 11,125 + 1,582 
GEE ¢ «sashes criscncutinrieevesevseisazaa 5,430 23,190 + 17,760 
Re RING cei scccds covcosccsccenceencedus $22,454 $42,323 +$19,869 
WORKING CAPITAL ........0.......... ee $ 5,103 $14,744 +$ 9,641 
GIT CNW acne Soccccscciciccccccescscccadecas 3.0 4.7 + 7 
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the circumstances, although carpet 
prices have been upped only about 
42% since 1939, it is small wonder 
that the industry’s sales may top 
$400 million in 1948, a level never 
previously reached. In line with pros- 
pects, net earnings of the leading con- 
cerns are also approaching peak 
proportions. 

Looking ahead, it seems clear that 
the current sellers’ market cannot 





By H. S. COFFIN 


i he century-old carpet industry, in common 
with many others producing consumer goods, is ex- 
periencing unprecedented postwar prosperity. Since 
competition in this field is restricted to a handful of 
old concerns that account for about 70% of total 
sales, it is interesting to examine the record and 
current status of two outstanding units from an 
operating viewpoint, as well as to compare poten- 
tials in the making for their respective shareholders. 
For this reason we have selected Bigelow-Sanford 
Carpet Co., Inc. and Mohawk Carpet Mills, Inc. 

Manufacturers of soft floor coverings this year 
seem likely to produce about 86 million square yards 
compared with 75 million in 1947, with a line of 
buyers anxious for still larger quantities if they 
could be turned out. Practically all deliveries are 
still on an allocation basis, as has been the case ever 
since the end of the war. Carpets of every descrip- 
tion took a bad beating during war years when 
looms had to be converted for the production of duck 
and other military essentials and carpet manufac- 
ture was reduced to a minimum. Hence pent-up de- 
mand from home owners, hotels and office buildings 
swelled to record proportions, while a substantial 
increase in new families in postwar, along with 
stepped-up building activities, further tended to 
accentuate the strain upon existing capacity. Under 
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endure indefinitely, although over the 
longer term optimists predict demand 
will absorb much increased output. 
So long as the national income re- 
mains high, though, sales should continue to be very 
satisfactory, for soft floor coverings are relatively 
expendable and for decades past, consumers have 
allotted a steady portion of their budgetary sums to 
replacements and new purchases. For this reason, 
despite cyclical swings in volume and profits, the 
industry as a whole has established a good record 
for average performance by earning about 10% on 
their invested capital over a long period of years. 


Basic Industry Characteristics 


The existence of a relatively small number of com- 
petitors is explained by heavy initial capital ex- 
pense, complexity of manufacturing operations, the 
need for highly trained workers and engineering 
talent, along with experienced managements. Be- 
sides these determinant factors, the overall capacity 
of the industry for a long time past has been ample 
to meet demand and at times was rather more than 
sufficient. The competition from hard floor cover- 
ings, including linoleums and fancy hardwoods, has 
created problems, although consumer preferences 
and special needs have left room for consistent 
growth of all types of floor coverings as our popula- 
tion increased. Back in the old days, early in the 
century, when seamed carpets were all the vogue, 
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the industry actually had facilities that turned out 
more than 80 million yards annually, comparable to 
present day record production, but a shift by most 
consumers to seamless rugs of various dimension 
cut annual output severely. This was especially true 
in the 1930s, when disposable income was relatively 
limited. 

Postwar economic conditions have given the 
carpet makers a rare opportunity to operate at 
capacity, at the same time working towards stabili- 
zation of future operations. Production of wall to 
wall coverings of beautiful design and coloring has 
met with exceedingly popular response. Because this 
development spells increased yardage sales, the in- 
dustry has been alert to foster it by intensive efforts 
to educate home owners as to the value of harmoni- 
ous color effects in every room. In this direction, aid 
has probably come from the high construction cost 
of new dwellings, often resulting in the use of cold 
and poor looking floors. A lovely, warm carpet ex- 
tending from wall to wall could completely offset 
these undesirable features and apparently its cur- 
rent high cost has been deemed warranted by an 
increasing mass of consumers. In no small manner 
this undoubtedly accounts for estimates by the Fed- 
eral Reserve Bank of New York that carpet sales in 
June for its district were 25% higher than a year 
earlier, and that retail inventories rose 27% as 
distributors broadened their lines confidently in ex- 
pectation of well sustained demand. 


Reconversion Problems 


After the war, the reconversion problems of the 
carpet industry were severe, entailing considerable 
time and expense before looms could be reconverted 
from production of duck and military blankets to 
normal output. But far-sighted managements seized 
this opportunity to modernize their facilities and to 
install new looms that could produce more carpets 
of 12, 15 and 18 foot width, or even larger. Since 
these rolls can be cut to any desired length and most 
rooms are of standard dimensions, it is a simple 
matter for a distributor to meet customer needs for 
“Broadloom” seamless rugs and carpets to cover as 
much area as may be desired. 

While the industry’s plant expansion programs 
have been very limited, many millions have been 
spent to install the most up-to-date machinery all 
along the line, from automatic wool sorters, dyers 
and carders to high speed looms capable of turning 
out wide dimension carpets at speeds up to 30% 
faster than formerly. Some of this equipment costs 
as much as $250,000 per unit. but potential effi- 
ciency and cost savings render the outlay well worth 
while. In order to finance this modernization pro- 
gram, most of the large carpet manufacturers have 
raised additional working capital through sale of 
stock or term borrowing. 

Inventory turnover has been so rapid since the 
end of the war that stocks now are far below normal 
in relation to sales; but when it becomes possible to 
stock branch warehouses adequately, inventories 
will have to be enlarged and it looks as if additional 
financing in some instances will then become 
desirable. 

Another reason why heavier inventories will have 
to be carried is that this industry has to import its 
wools and jute from the four corners of the world, 
and under current unsettled conditions this is no 
easy matter. Hence the urge to buy when oppor- 
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Comparative Statistical Summary* 





Bigelow- Mohawk 
Sanford Carpet 
Carpet Mills 





CAPITALIZATION: As of _. 


















































Long Term Debt (000 omitted)... $5,000 pelos 
Preferred Stock (number of shares): . 26,403 
Common Stock (number of shares) —.. 627,218 531,000 
INCOME ACCOUNT: Year Ended... »3S-§ December 31, 1947 
Net Sales (000 omitted) $62,872 $46,879 
Net Sales Per Share $100.10 $88.00 
Operating Margin 121% 10.9% 
Pre-Tax Net Income (000 omitted) .......... $6,001 $4,734 
Pre-Tax Net Margin 9.6% 10.1% 4 
Net Income (000 omitted) Ss $3,448 $2,734 
Profit Margin 5.5% 5.8% 
LONG TERM EARNINGS RECORD 
1948 wai $5.77¢ $5.05e 
1947 .. 5.32 5.15 
1946 1.77 4.77 
1945 1.19 1.91 
| eae 3 1.41 2.33 
1943 1.24 2.40 
1942 1.76 3.03 
Ss | 3.00 3.62 
1940 .. = . PRT Oe eo Beas 3.03 2.91 
1939. fy ee ae Se eee 3.17 3.29 
1938 . def, 2.63 def. 2.72 
10-Year Average Earnings, 1938- a. $1.92 $2.67 
10-Year Average Dividends, 1938- 47. $1.10 $1.72 
BALANCE SHEET (000 omitted): As of........Oct. 2, 1948 June 30, 1948 
Cash and Securities J a, ‘Saat $5,086 
Cash and Securities as % of Current Assets. 9.8% 22.0% 
Inventories pe, $24,520 $13,957 
Inventories as °%, ‘of Current Assets _. . 65.8% 60.6% 
Total Cunent Ascels CSAS $23,035 
Total Current Liabilities . ieee . $10,534 $6,647 
Net Working oe ee a Se re $16,388 
Se ee Ce ae ee 3.6 3.5 
Fixed Assets, Net . $7,921 $6,471 
Total Assets ...... $47,518 $30,654 
Book Value Per Share .. re Secsccscces SA $43.76 
Net Current Asset Value Per Share ae $36.50 $30.60 
Recent Price of Common .. St ete Fawr Sh $30 $38 
Gar Oe ee eee eee $2.70 $3.00b 
Dividend View). ae 9.0% rh 
Price-Earnings Ratio (to 1947 Earnings) .. =. 5.6 7.4 


Cs ee A ea Oct. 2, 1948 June 30, 1948 





*—Figures adjusted for stock-splits 
b—lIncludes year-end extra. 


c—9 mos. ended October 2. 
e—9? mos. September 30. 




















Air view of Bigelow Sanford’s 
huge plant at Amsterdam, N. Y. 








I rs 


None 
Shs .Cap. Stk: oe $20 par 
Fiscal Year: 


High and Low for 1936: 


THOUSANDS OF SHARES }————-+—— 


——_—+—-——_—_--- 
1937 | 1938 | 1939 | 1940 | 1941 1942 | 1943 | 1944 1945 
40 ° -91 


14.6 14.8 


tunity offers is enhanced. Argentina is a major sup- 
ply source for wools, but Mongolia, India, Egypt, 


Syria, Iraq, Spain and many other distant countries . 


contribute to the over-all supply. With output of 
carpets now of peak proportions, stable operations 
can be assured only by piling up raw materials from 
all these remote sources, whence deliveries require 
many weeks to complete, where exchange values 
fluctuate rapidly and political factors sometimes 
enter the picture. 

This brief resume of conditions in the carpet in- 
dustry will provide a background in discussing the 
two concerns under review. By coincidence the main 
plants of both Bigelow-Sanford and Mohawk Carpet 
Mills are located in Amsterdam, N. Y., though the 
former concern also has large and modern facilities 


BIGELOW-SANFORD CARPET BGS 


Adjusted 

—= Price Range —— 
1929 - 1935 
High — 53g 
Low —- 3 





Carpets & Rugs 


Long Term Debt: $5,000,000 — 
Shs $6 Pfd: 26,403 - $100 par 
Shs Common: 618,218 - no par 


Fiscal Year: Dec.: - 3h 


and Low for 


1937 1938 1939 1940 1941 1942 1943 1944 1945 


18. 
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‘1946 1947 1948 








THOUSANDS OF SHARES 


1946 1947 1948 


in Thompsonville, Conn., and a 
relatively small yarn mill in 
Bristol, Va. Bigelow-Sanford is 
the dominant unit in the carpet 
and rug industry. Its business 
originated back in 1825 and both 
yardage and annual sales now 
account for about 25% of the in- 
industry total. In point of physi- 
cal assets, this concern is out- 
ranked by Alexander Smith & 
Sons, but the latter produces lino- 
leum as well as soft floor cover- 
ings. 


Wide Range of Output 


Mohawk Carpet Mills concen- 
trates production upon woven 
goods but also operates a foundry 
and machine shops to make some 
of its own looms and equipment. 
Experience in carpet manufacture 
dates back to 1886 and volume is 
about two-thirds that of Bigelow- 
Sanford. 

Bigelow-Sanford manufactures 
a large assortment of weaves, 
broadly diversified as to quality and price. Ax- 
minster carpets account for the company’s largest 
volume in point of yardage. These coverings have 
independently inserted tufts, pre-dyed and capable 
of producing oriental effects when mechanically 
applied. Company engineers have built and added a 
number of looms in twelve and fifteen foot widths 
to meet the heavy demand for wall to wall Ax- 
minster carpet. A wide quality range for Axminsters 
permits offerings of lower priced Clifton and Fervak 
in this category as well as higher priced Beauvais 
and Sovereign carpets. Velvet and Jacquard looms of 
modern construction produce solid color carpets and 
Wiltons with a width ranging from 27 inches to 18 
feet and in the intermediate price brackets. Then 
last year, Bigelow-Sanford introduced a relatively 
low priced rug with a wool face 
on a jute backing and with design 
printed on giant color presses. 
The management considers the 
development of this “Glamorug,” 
retailing at $29.95 for the 9x12 
size as of great significance in 
competing with hard floor cover- 
ings. Altogether Bigelow-Sanford 
is in a strong position to satisfy 
the requirements of many mar- 
kets, from hotels and commercial 
offices to the most humble dwell- 
ings. 


Covers Lower Price Range 


Mohawk Carpet Mills also pro- 
duces Axminsters, Wiltons and 
Velvets, and is the leading manu- 
facturer of Chenilles. To round 
out a full line, it is making numer- 
»| Ous rugs and carpets in the lower 
§| price range, as well as going to 
4} the other extreme with tapestries. 
In general, Mohawk goes in for 
less high priced goods than 

(Please turn to page 199) 
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By GEORGE 
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o judge from numerous very encouraging 
third quarter earnings reports, investors in many 
corporations are likely to experience increased divi- 
dend liberality. In our October 9th issue we pre- 
sented a substantial list of concerns that might de- 
Glare year-end extras, and since then a good many of 
our selections have come through with such wind- 
falls. Now that more nine months reports have ac- 
cumulated, we accede to numerous requests for a new 
list of promising candidates and present them on the 
appended tabulation. 

If peak earnings are a valid base for anticipating 
more generous treatment of shareholders, the cur- 
rent crop of record gains would be so large as to 
make selections an easy matter. In scanning all these 
instances of lush net income, however, hopes must 
not be raised unduly, because company problems 
vary widely and action as to extras will hinge upon 
individual decisions reached behind closed doors. It 
is ony by weighing accomplished earnings with near 
term potentials and an understanding of various 
factors at both the industry and company level, that 
intelligent estimates of dividend potentials can be 
formed. 

During the current boom, as is well known, the 
need for additional capital has been augmented by 
inflationary forces, increasingly heavy inventories 
and the large sums required to implement expansion 
and modernization programs. In contrast to normal 
periods in former years when corporations felt war- 
ranted in distributing a major portion of their earn- 
ings, postwar experience has impelled the retention 
of a very substantial percentage in the business. 
This trend has been intensified on an increasing 
scale due to the scarcity of new risk capital, often 
occasioning much disappointment to shareholders 
hoping for larger dividends. 

Though the election results are now known and 
directors of corporations can assess their potential 
impact upon the economy and their own affairs, it is 
premature to guess how their conclusions may affect 
their dividend policies. The time of year, however, 
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is rapidly approaching when corporate accountants 
can present statistics covering full year operations. 
Where record earnings are shown and where the 
road ahead appears bright, many concerns are sure 
to decide on higher dividends rates and/or year-end 
extras either in cash or stock. If pressure for addi- 
tional working capital exists, stock dividends rather 
than cash will probably be favored, or a combination 
of both. 

A factor likely to count heavily is progress made 
in completing expansion and modernization, for the 
capital needs of many concerns have been lessened 
as their new plants have reached the stage of actual 
production with the promise of larger sales and 
widened profit margins. Attainment of this goal 
has already led one important concern to declare a 
year-end extra although nine months’ earnings for 
1948 were slightly lower than in the same period 
a year earlier. All said, there are many pros and 
cons to be considered, aside from earnings reports, 
in determining year-end dividend policies. 


Oil Companies are Good Prospects 


Several oil companies have so far increased divi- 
dend rates for the final quarter, declared extra cash 
distributions or capitalized a portion of retained 
earnings by means of stock dividends. This lends 
hope that other concerns in this prosperous group 
will soon fall in line with similar liberality. An 
overall earnings gain of almost 50% compared with 
1947 seems in store for many oil companies in the 
current year, but vast sums are needed to carry 
out expansion programs and exploratory work. 

In the first two quarters of the current year, 
Amerada Petroleum Corporation supplemented regu- 
lar quarterly dividends of 50 cents per share with 
extras of 25 cents. In the two following periods, the 
rate was lifted to 75 cents per share but no extras 
added. If no more dividends are payable in 1948, $3 
per share will have been distributed, the same as in 
1947. Considering that net earnings of this concern 
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for the first nine months were reported as $11.50 
per share compared with $4.13 for the same 1947 
period, thus running at an annual rate of $15.83, 
room for further dividend liberality shortly after 
New Year is rather clearly indicated. When this 
concern studied its full year results last year, it 
declared an extra on January 5, payable January 30. 

Shell Union Oil Corporation follows a practice of 
declaring dividends every six months, and distrib- 
uted $1 per share on July 15, 1948. Last December 
this concern paid $1.50 per share, making a total of 
$2.25 for all of 1947. In the nine months’ period 
ended September 30, 1948, Shell Union reported net 
earnings of $6.11 per share, an annual rate of $8.15. 
To match 1947 total distributions the final dividend 
for this year would have to be $1.25, but in view of 
earnings it would appear that the approaching pay- 
ment could be considerably more generous. 


Chesebrough Mfg. — Procter & Gamble 


Chesebrough Manufacturing Company, while not 
a producer or refiner of petroleum and consequently 
not participating in the spectacular uptrend in earn- 
ings of the oil industry, enjoys such stable earnings 
from its production of petroleum jellies (Vaseline) 
that it has paid dividends without a break since 
1883. For several years past, quarterly dividends 
have been regularly supplemented by extras, and 
the company paid 50 cents regular and 25 cents 
extra during 1948 thus far. While no interim earn- 
ings are available, sales by this concern are believed 
to be holding up well. To equal distibutions for 1947, 
a year-end extra of $1 per share would have to be 
forthcoming. 

Although Procter & Gamble declared an extra of 
$1 per share at the end of its fiscal year last June, 
the strong situation of this concern, both financially 
and earningswise, might warrant further liberality 
in the near term. Increased supplies of fats and oils 
costing only about half of their postwar peak prices 
have placed the operations of the company on a 
sounder and more stable basis than formerly. At the 
end of fiscal 1948, Procter & Gamble not only 
marked down its heavy inventories to the “lower 
of cost or market” but additionally set up $14 mil- 
lion of special reserves against possible future de- 
clines. After payment of dividends, retention of $32 
million from earnings lifted working capital to a 
peak of $114 million, including more than $30 mil- 
lion cash and government securities. With no need 
for additional inventory reserves, net per share for 
the September quarter rose to $2.06 compared with 
$1.40 a year earlier, a gain of more than 40%. 
Including the June extra of $1, the company has 
distributed $3.25 since the beginning of the cur- 
rent calendar year, so that improvement in some 
form should occasion little surprise. 


American Viscose Corporation 


American Viscose Corporation, the country’s 
largest manufacturer of rayon yarns, has experi- 
enced a sharp uptrend in earnings since the end of 
the war, with signs that the peak has not yet been 
reached. As a result of $25 million outlays for ex- 
pansion and modernization last year and price in- 
creases to offset rising wages, sales have tripled over 
prewar levels and earnings have climbed impres- 
sively. For nine months ended September 30, net 
per share of $11.36 was reported, indicating better 


than $15 for the full year. Dividends of $3 per share 
paid to date in 1948 obviously have been on the 
conservative side, undoubtedly because the company 
plans construct a huge pulp mill in Alaska and 
nas thus far financed its postwar program without 
borrowing. But last year American Viscose declared 
a year-end extra of $1 and there is good reason to 
expect at least as favorable treatment of share- 
holders in the final quarter of 1948. 

The cement industry now ranks among the rela- 
tively few where demand continues strongly in ex- 
cess of capacity. One of the leading cement pro- 
ducers, Lone Star Cement, reports net. earnings of 
$5.51 per share for nine months, suggesting that 
full year profits may top $7.25 compared with $6.68 
in 1947. Under current active conditions, the new 
FOB mill pricing method enforced by the Govern- 
ment seems to have had little adverse effect upon 
this industry. Lone Star’s numerous plants, further- 
more, are strategically located near important mar- 
kets, especially in the rapidly growing Southwest, 
while the company has an additional advantage in 
operating numerous mills in Latin-America. Since 
the business is highly mechanized, fully integrated 
and no important expansion programs are involved, 
it would seem that the management could afford to 
distribute a liberal share of earnings to stock- 
holders. No funded debt or senior stock precedes 
the one class common stock, working capital appears 
ample and if a general business recession should 
set in, new demand for public works construction 
promises to offset any slump in cement sales. Due 
to these combined factors and distribution of only 
$2.62 per share to stockholders thus far in 1948, an 
additional disbursement appears not unlikely. ° 


U. S. Gypsum 


Boom conditions in the construction field have 
tended to expand earnings of U. S. Gypsum Com- 
pany at a pace that led to declaration of $1 extra 
as a supplement to the regular 75 cents per share 
paid October 1. Total distributions for nine months 
thus amounted to $3.75, compared with $4 paid dur- 
ing all of 1947. This evidence of more liberal divi- 
dend policies, though, seems overly moderate in 
scanning net earnings for the current year. In the 
January-September period the company reported 
net per share of $11.42, an annual rate of better 
than $15. If actual results could bear out this esti- 
mate and no foreseeable diminution of demand for 
home buildings colors the 1949 horizon, it is pos- 
sible that the dividend rate may be increased or a 
year-end special be declared. 

The efficient and relatively low priced building 
materials produced by U. S. Gypsum are in urgent 
demand all over the country and it looks as if the 
company’s sales might remain at peak levels for 
several years to come. Outlays of more than $42 
million in postwar for expansion and moderniza- 
tion have decidedly increased the company’s volume 
and profit potentials in attempting to meet the 
large demand. It is rational to suppose that share- 
holders will benefit through the receipt of a larger 
share of earnings. 

The time seems to be nearing when stockholders 
of Allis-Chalmers can expect to benefit from some 
form of dividend improvement. The company’s 
facilities are being operated at capacity, about half 
of output representing agricultural equipment and 
the other half heavy electrical machinery. Now that 
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nine’ months, Allis-Chalmers this || abbott taboratories ...................... $3.25 $2.40 $5.46 $4.62b $68  70%,4-63%, 
year should earn about $4.80 per Adams-Millis ........00.000c00c0ssnsen 4.00 1.50 6.73 3360s aia " 
share compared with $1.69 in 1947 Allis-Chalmer's .............00ccccccssssssssees 1.60 1.20 1.69 3.58b 31  421/-30% 
when operations were hampered Alpha Portland Cement.................... 2.00 75 3.06 3.984 28 3114-25, 
by strikes and materials shortages. Amerada Petroleum ........................ 3.00 3.00 9.46 11.50 b 98 121 -83% 
Dividends of $1.60 per share were American Chain & Cable.................... 1.40 1.15 3.65 2.52¢ 23 27 =-18% 
paid last year and no change in American Cynamid .......................... 1.00 1.50 2.96 2.73 b 38 43 -33%, 
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nable financial position certainly 6 ie 
would permit a very generous year-end special divi- 
dend by this world-famous mining concern. 

Hopes for improved dividends are by no means 
limited to the largest concerns in a given industry. 
This is well shown by Hinde & Dauch Paper Com- 
pany, a long established manufacturer of corrugated 
and solid fiber boxes, mailing envelopes, display 
stands, shipping materials, etc. For many years the 
earnings record of this concern has been marked by 
exceptional stability and dividends have been unin- 
terrupted since 1935. Net income in postwar years 
has reached progressive new peaks, with every indi- 
cation that 1948 will top all records. 

As a result of $5.06 per share earned in 1947, the 
directors declared a year-end dividend of $1.50 to 


~ supplement previous quarterly dividends of 50 cents 


each. For nine months of the current year, earnings 
of $6.71 per share have been reported, indicating that 
they may reach close to $9 for full 1948. Thus far in 
the current year, shareholders have received a total 
of $2 per share only. The company’s financial status 
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is so strong, as of December 31, 1947 with current 
liabilities of $1.6 million covered by cash and secur- 
ities of $2.4 million and total current assets of $8.2 
million, that there seems to be small need for retain- 
ing any substantial amount of earnings in the current 
year. Hence the prospects for a year-end extra could 
hardly seem brighter. 


Cluett, Peabody — Crane Co. 


Cluett Peabody & Company, leading manufac- 
turer of shirts and collars, passed along to its stock- 
holders hardly more than 40% of net earnings last 
year and payments to date in 1948 have been on an 
even more conservative basis. At the end of 1947 
the directors of this concern declared a dividend 
of $1.50 per share to bring the total for the year 
to $3. In order to equal this mark in 1948, the same 
action must be taken in the current final quarter. 
Since for 12 months ended September 30, net earn- 
ings were reported as $7.66 (Please turn to page 202) 
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Guessing 


At some point, of course, the 
market will decide that it has 
over-discounted fears of higher 
corporate taxes. It could possibly 
do so even between the time this 
column is written and the time 
you read it, for when the indus- 
trial average moves with any- 
thing like the speed shown so far 
in registering dismay over the 
outcome of the election, it can get 
down there in a hurry. But the 
best that this column can see, at 
least for some time to come, is 
trading-range rallies, mainly of 
technical character. The basis for 
long-term buying of common 
stocks — buying for retention 
periods of six months or more— 
has been weakened. Until the pro- 
gram of the Administration is de- 
tailed, especially on taxes, invest- 
ment calculations cannot be made 
with much assurance; and the 
uncertainty might even continue 


until it is indicated what Con- 
gress will do with the program. 


Questions 


Total corporate profits are now 
so good, and so largely in excess 
of dividends, that a moderate 
boost in corporation taxes might 
do little harm. It might leave the 
average stock still “statistically 
cheap,” as has been so for the last 
two years or more. Nevertheless, 
nobody can foresee either the 
scope of the increase which the 
President is expected to ask, or 
its character. It might be a 
straight boost in the corporate 
tax rate, now 38%. It might be 
an excess-profits tax. If the latter, 
the exemption might be based on 
percentage return on invested 
capital or average earnings of 
selected prior years, or either at 
option of the corporation. Just 
which it is can make a world of 
difference in appraising individ- 
ual stocks. 














| INCREASES SHOWN IN RECENT EARNINGS REPORTS 

; 1948 1947 
IN lo nS 9 mos. Sept. 30 $3.58 $ .72 
IND sien vans scates onvonsicvssecnsh foieseseeso 9 mos. Sept. 30 2.35 2.05 
Distillers Corp.-Seagrams ........................ Year July 31 6.24 4.88 
Hershey Chocolate .........................c::00000s 9 mos. Sept. 30 3.20 2.46 
Kimberly-Clark Corp. .....................0cccceeeeee 9 mos. Sept. 30 3.91 3.04 
NEMS fos ini cde Concave bs ceks cates oxsesesesocenew eee 9 mos. Sept. 30 2.97 2.29 
I Soc voces cassckavassssocucous¥esshipsseis se 9 mos. Sept. 30 2.60 2.00 
PE MINS ois cosnspcd sas snes sehsseconsacece 9 mos. Sept. 30 1.96 1.10 
Southern Natural Gas ...........................44. 12 mos. Sept. 30 3.04 2.52 
Youngstown Sheet & Tube........................ Sept. 30 quar. 4.36 2.88 
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Trend 


From time to time this column 
has expressed some distrust, at 
least in a long term sense, of situ- 
ations in which an important por- 
tion of the earnings of American 
corporations derive from Latin- 
American properties. We have 
cited the vital importance of 
Creole Petroleum, in Venezuela, 
to Standard Oil (New Jersey). 
Now we see by the newspapers 
that Venezuela has boosted the 
tax again, with the objective of 
getting half of the profit on oil 
produced by foreign companies. 
The tax has been changed several 
times during the last five years, 
although more in detail than in 
purpose. Perhaps the division of 
profit is a fair one. That is not 
our point. The point is: Who can 
guess what the character of the 
government of Venezuela, and the 
tax, may be five years hence? 


Dividends 


Where year-end dividends have 
not yet been acted on, the out- 
come of the election no doubt 
will cause managements here and 
there to be less generous than 
they otherwise would have been 
because of the new uncertainties 
now injected into the 1949 pic- 
ture. However, the over-all effect 
will probably be quite moderate, 
partly because so many year-end 
extras have already been voted. 
There were 142 companies which 
voted extras in October, against 
137 in the same month of last 
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year. There was no apparent fall- 
ing off in such declarations for 
the first week or so after the elec- 
tion, but the time so far has been 
too short to provide much of a 
test. 


Inflation 


The inflationary implications 
of the election could easily be ex- 
aggerated, and certainly remain 
to be proven. Where supply-de- 
mand factors are deflationary, as 
they now are in some soft goods, 
it seems very improbable that 
Administration policy will, or can, 
put them back on the inflationary 
side. Where inflationary pres- 
sures are still strong, you have to 
be on the lookout for price con- 
trols, if not even the possibility of 
an attempted roll-back of prices. 
Perhaps the outstanding example 
is non-ferrous metals. Shortly be- 
fore the election zinc was boosted 
another half-cent a pound, lead 
two cents to a record 2114 cents 
a pound. It is probable that cop- 
per was on the verge of following 
suit. Maybe it will still do so, but 
that would surprise this column. 
Why wave a red flag at an Ad- 
ministration which will certainly 

“demand “stand-by” price control 
powers from Congress? Good cop- 
per stocks, like Kennecott and 
Phelps Dodge, are priced so low 
on earnings and dividends that 
we would be far more interested 
in watching for a buying opnor- 
tunity than in doing any selling 
in a weak market. It is our 
strong hunch that present divi- 
dends, which offer almost fantas- 
tically large yields, will be earned 
and paid under any price controls 
we are likely to get. 


Year-End Market 
The “average” market trend 


has been downward over the 
years from early November to 


taken doubt as it turned out. Asa 
result the year-end rise was the 
smallest in many years. If the 
post-election decline, already 
sharp, goes even moderately 
further, as of the December low, 
there will be the most favorable 
technical base for a year-end up- 
swing in a long time—but not a 
good psychological basis. Business 
will be good in 1949, but present 
worries do not have much to do 
with prospective business volume. 
They relate to taxes and con- 
trols; and might be exaggerated. 
As to whether they actually are, 
however, the market probably 
will still be in the dark at the 
season of the usual year-end move. 


Oil 


Oil company earnings could 
come down materially if taxes are 
raised, and more if there were 
any kind of a roll-back of prices. 
However, price-earnings ratios 
are abnormally low and dividends 
abnormally conservative. Hence, 
this column thinks that, wherever 
the general decline in the market 
halts, good oils will be among the 
most attractive issues for pur- 
chase. One of the more conserva- 
tive issues in this group, outstand- 
ing for income return, is Union 
Oil of California. Earnings will 
be in the vicinity of $6.50 a share 
this year. The regular dividend 
rate is $2.50. The stock at this 
writing is around 30, giving a 
vield of about 8.3%. The range so 
far this year has been 38%-2114, 
but when it sold down to 2114 on 
the market slump to 165 (Dow 
industrials) last March, the divi- 
dend was at a $1.40 rate. This 
company has paid a fair to good 
dividend every year since 1916. 


Aircraft 


The aircraft industry is no 


doubt in for at least a couple of 
years of good business. Earnings 
are something else again. They 
are already up from the poor 
1947 results, and in most cases 
are medium-good. Allowing for 
increased volume, they might well 
improve further in 1949 even if 
taxes are raised. The price-earn- 
ings ratios are fairly low in an 
absolute sense, as they ought to 
be. However, when you compare 
them with the present ratios on 
oil stocks, automobiles, coppers 
and others with a much greater 
basic investment appeal than air- 
craft issues, the latter look high 
to this column rather than low. 
Nevertheless, aircrafts probably 
will fare somewhat better than 
the general list over the foresee- 
able future, since the industry is 
the outstanding beneficiary of the 
arms program. It should be noted 
that the relative position of 
United Aircraft and Curtiss- 
Wright, the two dominant makers 
of air-cooled airplane engines, 
has been weakened by the sharp 
military shift to jet engines, 
which a number of firms either 
make or can make. 


Hedge 


If the common man continues 
to prosper, he will spend freely 
and go into debt. If he finds the 
going less good under the Truman 
version of the New Deal than he 
is counting on, he will spend less 
freely but still go into debt. In 
other words, the small-loan com- 
panies always have a pretty high 
degree of stability in earnings 
and dividends, in good times or 
bad. Household Finance is the 
largest of these concerns. Earn- 
ings this year will set a new peak, 
well over last year’s $3.19 a share, 
and the $2 dividend appears 
secure. The stock, around 2714 at 
present, yields about 7.2%. 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Owens Illinois Glass Company 


“Please advise recent annual earnings 
and prospects for coming year of Owens 
Illinois Glass Co.” 

G.F., Stratford, Conn. 

Net sales and other operating 
revenues of Owens Illinois Glass 
Company for the 12-month period 
ended September 30, 1948 
amounted to $230,877,851, and net 
earnings equalled $8,319,893, as 
compared with $16,402,124 earned 
in the preceding 12 months, on 
net sales and other operating rev- 
enues of $229,534,545. These earn- 
ings are equivalent to $2.72 per 
share on the 3,056,874 common 
shares outstanding September 30, 
1948 as compared with $5.43 per 
share for the 12-month period 
ended September 30, 1947, on the 
3,022,336 common shares then 
outstanding. 

While for the first eight months 
of 1948 glass container industry 
shipments were some 14% less 
in the corresponding period of 
1947, it now appears that ship- 
ments for the year will total be- 
tween 95 to 100 million gross. 
This volume of business of the 
glass container industry repre- 
sents approximately a 100% in- 
crease over the average shipments 
of the 5 pre-war years, 1936 thru 
1940. 

Owens Illinois Glass Company 
will have completed its post-war 
capital improvement program this 
year. It will enter the year 1949 
with one of the smallest unex- 
pended capital budgets in its 
history. 
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Dividend payments this year 
have totalled $3.00 per share. 
Outlook for 1949 appears favor- 
able. 

Mengel Company 

“Please advise on current earnings 

and outlook for Mengel Company.” 
L.M., Chicago, Illinois 

The Mengel Company earned in 
the first nine months of 1948 a 
net profit of $1,613,277, equal 
after preferred dividends to $2.77 
per common share, compared 
with $1,542,888 or $2.65 a com- 
mon share earned in the same 
period of 1947. 

For the quarter ended Septem- 
ber 30, 1948, Mengel had a net 
profit of $384,044 equal to 65 
cents a common share against 
$437,044 or 74 cents a common 
share in the corresponding 1947 
quarter. 

In addition to the above, earn- 
ings of U. S.-Mengel Plywoods, 
Inc. applicable to Mengel’s equity 
(50%) in its capital stock, 
amounted to $123,579 during the 
third quarter of 1948 which is 
equivalent to 22 cents per share 


of Mengel common stock, and for - 


the nine months amounted to 
$422,167 or 75 cents per share. 
Mengel’s sales for the first nine 
months of 1948 were $28,257,041 
and for the third quarter $9,096,- 
245, which compared with $25,- 
453,661 and $8,161,169 in the 
corresponding period of 1947. 
During the last quarter, furniture 
shipments improved substantially 
despite the weak market condi- 
tions. Production of fir plywood 


(a softwood) has_ increased. 
This, coupled with the weakness 
of the furniture market, has 
brought about considerable change 
in the production program of 
company’s plywood operations. 
Prices of some products declined 
while the changing conditions in- 
creased costs. Even though the 
aggregate volume during the 
quarter was at a high level, the 
profit was somewhat lower than 
for the corresponding quarter of 
last year. Dividends including ex- 
tras totalled $1.25 per share up 
to October 1, 1948. Outlook in 
coming months appears favorable. 


Masonite Corporation 


“What was recent net income of 
Masonite Corporation and what dividend 
does the corporation pay?” 

J-D., Boston, Mass. 

Masonite Corporation net sales 
for the fiscal year ended August 
31, 1948, were $36,472,950, an in- 
crease of 44% over the previous 
year. The increase was chiefly the 
result of a full year’s operation of 
a new production unit at the com- 
pany’s Laurel, Mississippi plant. 

Net earnings amounted to $7,- 
027,335, which is equal to $11.71 
a share on the 600,000 shares of 
outstanding common stock, com- 
pared with $4,381,142, or $7.30 
a share for the 1947 fiscal year. 

Total dividend payments for 
the year were $1,800,000 or $3.00 
a share, compared with $1,200,- 
000 or $2.00 a share in 1947. The 
regular dividend rate is now on 
the basis of $2.00 annually. Earn- 
ings of $8.71 a share were re- 
tained in the business. 

During the fiscal year, prices 
of Masonite hardboards were in- 
creased 6% but 65% of this in- 
crease was attributable to in- 
creased freight rates. In addition, 
Masonite’s record on prices dur- 
ing the inflationary period is out- 
standing, as the company has 
been able to absorb increases of 
132% in labor costs, including 
overtime, and 269% of raw ma- 
terial costs since 1939 with an 
average increase in Masonite 

(Please turn to page 199) 
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American Viscose Corporation has developed a 
new high-speed continuous process for spinning vis- 
cose filament yarns, whose distinguishing character- 
istic is the speed at which the yarns are spun. 
Spokesmen claim that the new process cuts the time 
for making rayon yarn from hours to minutes when 
compared to the standard pot process, and from 
minutes to seconds compared to existing continuous 
process methods. 


For the first time on a large scale in gray iron 
foundries, 100 percent annealing of soft gray iron 
castings is being used with remarkable results. This 
has been disclosed by J. H. Smith, general manager 
of the Central Foundry Division of General Motors. 
Tool life in machining these castings, he states, has 
gone up four times in tests involving one and a half 
years of use of this process. He adds that other new 
methods now being used have increased the earn- 
ing span of molders fifteen years in upper-age 
brackets. 


After ten years of experimentation and research, 
the Weyerhauser Timber Company, the Howard 
Smith Paper Mills, Ltd., and Babcock & Wilcox Com- 
pany have solved an eighty-year-old problem of the 
pulp industry and evolved a new process in the 
manufacture of sulphite wood pulp. This is expected 
to result in more complete utilization of Pacific 
Northwest timber species, permitting the timber 
company to recover materials that were formerly 
wasted. 


Hewitt-Robbins, Inc. has developed a machine that 
is designed to shake out the sand from a 100-ton 
steel casting mold in less time than a housewife 
can shake out flour for biscuits. When completed in 
January, the machine will be the biggest foundry 
shakeout in the world. Vibrating fifteen times per 
second, the shakeout takes only two men and a few 
minutes to do the job, compared with four to ten 
men working six hours with hand tools to do the 
same job. 


Over 665,000 telephones were added to the Bell 
System during the third quarter, bringing the total 
increase so far in 1948 to 2,150,000 which is more 
than all the telephones in France. New demands for 
telephone service continue high and despite the 
extraordinary rate at which telephones are being 
installed, there are still 1,250,000 on the waiting list. 
There are now nearly 30,660,000 Bell telephones in 
service. ' 


Douglas Aircraft Company’s principal hope for 
additional commercial plane business lies in the 
DC-6A, a cargo version of the DC-6 passenger trans- 
port. There are only seven or eight DC-6 passenger 
planes left ‘to be delivered. Douglas is hopeful that 
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some of the cargo lines, if given certificates, will 
purchase the cargo planes. The company is also 
hopeful that when Congress convenes, it will fill a 
big gap in the air force program, namely, transport 
planes. 


When rare krypton gas was substituted in fluores- 
cent lamps recently in place of the normal argon, 
engineers from Westinghouse Electric Corporation 
found that they had boosted efficiency as much as 
17 per cent. A home-size 25-watt krypton-filled lamp 
thus provides 50 per cent more light than a con- 
ventional 20-watt lamp, for only 25 per cent more 
electricity ; it also provides five times as much light 
as an incandescent bulb of the same wattage. 


An “electronic slide rule” that solves problems of 
motion just as fast as it takes for the motion to 
happen and gives the answers in a steady stream 
on a special tape has been designed and built by the 
Goodyear Aircraft Corporation, a subsidiary of 
Goodyear Tire and Rubber Company. According to 
engineers, the computer takes the drudgery out of 
creative engineering. It solves mathematical equa- 
tions in one-tenth the time otherwise required. 


Marking its first venture into the chemical field, 
the Bridgeport Brass Company has introduced a new 
household deodorant, “Good-Air,” in the New York 
market. The product is the result of three years of 
research and some twelve months of test sampling. 


The use of plastics in the manufacture of toys is 
still on the increase, despite the fact that during the 
early part of the year other raw materials used by 
the industry were more readily available than dur- 
ing last year. According to F. A. Abbiati of Mon- 
santo Chemical Company, almost 40 per cent of the 
toy industry’s 350 to 500 million dollar 1948 sales 
will consist of items made of plastics. 


The Baltimore and Ohio Railroad will increase its 
supply of coal hopper cars by rebuilding 2,000 of 
them in its own shops. R. B. White, president, states 
that by rebuilding this equipment, the railroad will 
be able to further augment its car supply and do it 
faster than in any other way. It is estimated that 
rebuilt cars can be turned out at the rate of more 
than 100 per month. 


The Minneapolis-Honeywell Regulator Company 
has embarked on an extensive advertising campaign 
on behalf of its new plug-in Chronotherm, a day- 
night clock thermostat that is said to be capable of 
reducing fuel consumption from 10 to 30 per cent. 
Officials say that this is the first clock thermostat 
ever designed for installation by the householder. 
It can be installed in a few minutes to replace a 
manually-operated thermostat, and requires no extra 
wiring installation. 
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By E.K.A. 


The election outcome undoubtedly was a shock to business 
and rudely disturbed some pleasant anticipations based on a 
Dewey victory. However, the acute attack of jitters as reflected 
< by the stockmarket appears 


| hardly justified. In this con- 
BUSINESS ACTIVITY 


nection this column would 
-———= PER CAPITA BASIS ==—=4| | like to refer to the special 




















M. W.S. INDEX =——}| | report from Washington on 
page 173. While the ob- 
200 =4 servations contained therein 


probably cannot compen- 
a sate fully for the disappoint- 
ment felt, it should help get 








190 
things into proper perspec- 
a tive. 
True, the hoped for ‘‘new 
180 — climate” for cathe has 


now become no more than a 
7] faded dream, whatever the 


170 — Two ‘new climate” was supposed 
wy to have meant. This hardly 

implies, however, that busi- 

ness henceforth will have to 

operate under conditions 

ry much less favorable than in 


the past, and the past — it 
must be admitted — has 
been quite profitable. 
Greatest fears center on the 
preset of higher taxes for 

usiness, possible price con- 
trols, more Government sup- 
port for labor, and womb 
an anti-business attitude by 
Government. There is every 
indication that most of these 
fears, and the last-mentioned 
particularly, are exag- 
gerated, 

While the President dur- 
ing his campaign has said 
harsh things about business, 
he is not likely to risk under- 
mining the country’s eco- 
nomic health and strength 
by ill-timed or ill-advised ex- 
periments at a time when we 
need every ounce of our 
strength for international as 
well as domestic reasons. 
More likely he will pursue 
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all 




































































policies that should assure a continued high level of business 
activity. Admittedly there are long-range clouds in the picture 
but immediate prospects appear little changed by the jlacion 
upset. 

At any rate, a critical appraisal must be postponed until we 
know more in detail about the Administration's future economic 
course, its legislative program and the willingness of Congress 
to follow it. The latter is by no means a foregone conclusion. 

Defense and foreign aid are still the key to the general out- 
look, and defense outlays are not likely to be pared. Rather 
they may rise and to that extent further support business 
activity. Higher Government expenditures would logically call 
for higher taxes; still a moderate rise in the tax on business 
would not be a serious blow so long as profits remain high. 

There is nothing picayune about currently reported business 
profits; on an overall basis they are setting new records though 
individual experience varies. Defense spending and increased 
foreign aid will keep them high. Without such spending, they 
would now be in a gradual downtrend in many lines as eco- 
nomic readjustment progresses. Hence in the final analysis, 
future profit potentials may not differ greatly, even with higher 
taxes, from what they lal be otherwise. Sudden removal of 
the spending prop could demonstrate this rather convincingly. 
While a “peace scare” is not probable in the near future, its 
impact — if we had one and it implied a lowering of arms out- 
lays — might easily be worse than a moderate tax increase, 
from the standpoint of corporate profits. At any rate, most 
businessmen vil agree that higher taxes are preferable to 
budget deficits; where opinions vary is which taxes should be 
raised, and how. 


No Cause for Alarm 


It may be, as some fear, that the election results will produce 
some caution in business planning though evidence to that 
effect is thus far lacking. Plant expansion programs may be 
reviewed but it is doubtful whether they will be much affected. 
If they are, it will be due to high costs rather than political 
factors — thus the cutting back would have occurred anyway. 
Inventory buying may be more cautious, but it's been cautious 
right along; it’s a healthy factor rather than otherwise. And 
inventory liquidation is not in the cards, since inventories are 
moderate in relation to current sales. 

Should business outlays actually be reduced, for one reason 
or another, it could have the effect of permitting increased 
Government spending without the need for inflation controls 
since pressure on prices would be lessened. It's something that 
remains to be seen, however. All in all, there are elements of 
great strength in the economy that assure good business. While 
the election has created uncertainties, it has done nothing to 
detract from these potentials. ' 
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MONEY AND CREDIT — Stock market slump following the 
surprise election sharpest since week ended May 17, last year, 
when averages made their 1947 lows. Though a few individual 
stocks closed up on the week, all 46 of the M. W. S. group in- 
dexes declined by varying amounts, and the week ended with 
our three major indexes down a little on the year. Bank stocks 
and bonds of all grades also declined; though not so swiftly 
as common stocks. Foreign government dollar bonds, on the 
other hand, were up fractionally on the week, indicating that 
apprehension for the time being was centered upon domestic 
affairs. It may be noted in passing that aggregate net earn- 
ings reported by national banks for the first half were 11% 
ahead of the like period last year, while dividends declared 
were up 6%. Now that Mr. Truman has won, it is not certain 
that the Federal Reserve banks will lift reserve requirements 
and short term interest rates another notch in the near future, 
as had been planned prior to the election. As commented in 
this column a lee months ago, it would be awkward to have a 
business recession dumped into the President's lap after he had 
predicted it for Mr. Dewey. 


TRADE — September retail store sales were 7°/, above last 
year; but department store sales in week ended Oct. 30 were 
up only 2%, against 7% increase for year to date. 


INDUSTRY — Business activity expanded 1!/5°% in fortnight 
ended Oct. 30, to a level 4.3°%, above last year. September 
dividends 19% above like month last year. Election points to 
emasculation of Taft-Hartley law; greater government spend- 
ing; yet higher wages, costs and prices; probable price ceilings 
on heavy goods, and possible restoration of excess profits tax 
and other profit controls. 


COMMODITIES—Farm products prices advance sharply on 
belief that Truman is more likely than Dewey would have been 
to bolster farm incomes. 

Department Store Sales in the closing week of October 
were only 2% above the like period last year, compared with 
a cumulative gain of 7%, for the year to date. Retail store sales 
for the month of September were 7% ahead of last year; but 
month-to-month gains in the past three months have been of 
no more than seasonal proportions. 





* 

Retail Trade will be brisk under a new wave of inflation— 
barring a business recession, the possibility of which should not 
be ignored; but some business will be lost to black markets if 
price ceilings are restored. 


* *  & 
Business Activity expanded 1!/,°, in the fortnight ended 
Oct. 30, to a level 4.39% above last year at this time. For the 
month of October, this publication’s Business Index rose to 
187.7%, of the 1935-9 average—0.9 point ahead of Septem- 
ber, and 4°% above October, 1947. On a per capita basis, 
our October index registered 166% of the 1935-9 average, 
compared with 164.5 in September and 161 for October of 
last year. 


ae 
Cash Dividends disbursed in September were 19°/, more 
liberal than for the like month last year, compared with a rise 
of only 14% for the third quarter. 
a. 2 


A compilation by the National City Bank shows that 400 
leading corporations reported Profits for nine months averag- 
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ing 18.7%, on net worth, compared with only 16% for the like 
period last year. The largest increase, 50°%,, was for petroleum 
products. At the other extreme were food products, with a de- 
cline of 16%, mainly attributable to inventory losses. Yet the 
public believes food stores are profteering. 

* x 








The Consumers Union remarks bitterly that corporate profits 
after taxes have increased more than 100%, since 1946, where- 
as inflation reduced purchasing power of the average consumer 
by 10% in the same period. Against this, the National City 
Bank points out that, comparing 1948 with the big boom year, 
1929, corporate profits expressed as a percentage of the 
National Income have declined 5°/,, whereas total compen- 
sation of employees has increased 5°/,. Meanwhile, moreover, 
disbursements of interest and dividends to investors declined 
60%. 

* 


* * 

What can happen to profits in these days of inflexible high 
costs is illustrated strikingly by the case of Mack Trucks, which 
reported for the third quarter a slump of 66% in net, accom- 
panying a dip of only 16% in sales. 

- ¢& & 


Despite persistently mounting costs, expenditures on new 
Construction during October were 14% above the corre- 
sponding month last year, compared with a cumulative in- 


crease of 31%, for ten months. 
- 2 * 


(Please turn to the following page) 
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Essential Statistics 
Latest Previous Pre- 
Wk.or Wk.or Year Peal PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—$b (@) | Oct. 1.08 0.97 1.06 1.55 (Continued from page 195) In 
Cumulative from mid-1940_____._ | Oct. 373.6 372.5 360.6 13.8 ‘ 
The longer range social portents of the 
FEDERAL GROSS DEBT—$b Nov. 3 252.5 253.3 258.7 55.2 | surprise Election which has revealed an 
ominous drift toward statism in this land of a 
MONEY SUPPLY—$b hitherto free enterprise, are even more 
Demand Deposits—94 Centers____._ | Oct. 27 47.4 47.0 47.8 26.1 thought-disturbing than its nearer term busi- 
Currency in Circulati Nov. 3 28.3 28.1 28.6 10.7 | ness impact. With left-wing, anti-business | 
eee Seen] iia 
New York City—$b Oct. 27 sc AD ieapeets 7° feta oe hom P a 
93 Other Centers—$b Oct. 27 12.68 1257 JIS! 7.60 |'© g ee 
' PERSONAL INCOMES—$b (ed3) Aug. 217 215 193 102 The Taft-Hartley law will be emascu- al 
Salaries and Wages__________ | Aug 139 136 124 66 lated, though probably not repealed in its PE 
Proprietors’ | Aug. 50 5! 43 23 entirety. With restraint upon Government | 
Interest and Dividend Aug. 17 17 16 10 spending weakened, some think that the 
Transfer Payments Aug. i i 10 3 Federal Budget for fiscal 1950 may jump 
(INCOME FROM AGRICULTURE) Avg. 26 27 20 10 by at least $3 billion, from the present $42 _ 
CIVAIAN EMPLOYMENT—m (cb) | Oc. 60.1 603 592 51.9 | billion. — Wage yon will be wu 
Aintediend Giglepunes tes) Oct. 8.6 8.7 8.6 8.8 tolerated, if not encouraged, at the expense = 
of far greater numbers of unorganized 
Employees, Manufacturing (Ib) | Sept. 16.6 16.4 16.2 13.8 \ g g st 
Employees, Government (Ib) | Sept. 5.8 5.6 5.4 hs foo * * “ a 
ee om) wn ni ~! ri = Profits will be squeezed by mounting en 
FACTORY EMPLOYMENT (1b4) Sept. 164 162 160 47 costs, price ceilings and possibly a revived ) 
Durable Goods Sept. 187 185 183 175 excess profits tax. Heavy goods industries ‘in 
Dna Miesaiie Gants Sept. 145 143 142 123 will be eoaee hit than soft goods; since the MI 
FACTORY PAYROLLS (1b4) Aug. 375 360 332 98 latter can evade price controls more readily | 
than the former by reducing quality and | 
FACTORY HOURS & WAGES (1b) concentrating on the more profitable lines. | 
Weekly Hours Sept. 39.7 40.1 40.4 40.3 | Taxes on higher bracket incomes may be , 
Hourly Wage (cents) Sept. 136.3 134.9 124.9 78.1 raised again. , 
Weekly Wage ($) Sept. 54.06 54.12 50.43 32.79 * * & 
Prior to the election, Prices for farm and pe 
rete yeah ee rai oo Oo ho products were moving in opposite oni 
Retail (cdib) tat 196.2 195.1 181-4 1162 | directions. The Labor Bureau's broad in- Da 
COST OF LIVING (1b3) Sent, 1745 1745 163.8 110.2. | dex of prices for farm products, as of Oct. - 
Food Sept. 215.2 216.6 ©2035 ~—«113.1. | 30, was down 4%, from a year earlier; Per 
Clothing Sept. 201.0 199.7 203.5 113.8 | Whereas metals were up 14%. Just prior to ion 
Rent Sept. 1185 117.7. 113.6 107. | the election, the price of Lead was upped 
2 cents to the record high of 21!/5 cents. san 
RETAIL TRADE—$b The price ceiling for this metal during the re 
Retail Store Sales (cd) Sept. 10.98 = 10.67, 10.25 4.72 | war was 61/2 cents. Now it is 320% above 312 
Durable Goods Sept. 3.16 3.29 2.73 1.14 | the 1939 average of less than 5 cents. — 
Non-Durable Goods Sept. 7.82 7.38 7.52 3.58 | Copper is in such short supply that another 
Dep't Store Sales (mrb)i_________|_ Sept. 0.90 0.76 0.85 0.49 | boost in price before long would occasion é 
Retail Sales Credit, End Mo. (rb2)_ | Sept. 7.01 6.75 5.12 5.46 | little surprise. ’ é 
* * * 13 
MANUFACTURERS’ Despite unsettled factors previously out- V3 
New Orders (ed2)—Total_______|_ Aug. 259 246 231 181 lined, there is no evidence as yet of any 
Durable Goods ______ | Aug. 315 291 261 221 appreciable contraction in the overall vol- 2 
Non-Durable Goods Aug. aes hd hd wed ume of business. Unemployment, which 5 
Shipments (cd2)—Total Aug. 338 308 287 187 is one of the more sensitive measures of 2 
Durable Goods Aug. 370 333 30! 227 general business conditions, was around a 
Non-Durable Goods Avg. 320 294 279 158 100,000 lower in early October than in 7 
BUSNESS INVENTORIES, End Mo. September, and about the same as a year : 
Total—$b (ed) Aug. 52.6 51.7 45.9 © -28.9_—*| eater. rae oe 5 
Manufacturers’ Aug. 30.4 30.2 27.0 16.7 k , 6 
Wholesalers’ ne 8.2 8.0 I 41 |. Readjustments, however, are still tak- 2 
Retailers’ ona: 14.0 13.5 118 8.1 ing place ina pie . lesser ee. Z 
© mention only a few from recent news 
Dopt. Store Stocks (msb)____ | Aug. De inte anc torsat es Andie a an a ae alia : 
BUSINESS ACTIVITY —1—pc Oct. 30 166.5 165.0 162.7 141.8 | office machines is now shrinking so rapidly — 
(M. W. S.)—I—nap Oct. 30 189.3 187.5 181.3 146.5 |that producers are stepping up their sales 
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and Trends 


Latest Previous Pre- 
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Date Month Month Ago Harbor 
INDUSTRIAL PROD.—1—np (rb) Sept. 196 191 187 174 efforts vigorously; new orders booked b 

Mining Sept. 154 159 153 133 furniture makers in September were 39) 

Durable Goods Mfr... | Sept. 223 222 217 220 below last year; September roduction of 

Non-Durable Goods Mfr... Sept. 178 176 172 151 radio receiving sets was still 13% ae a 
CARLOADINGS—t—Total Oct. 30 932 928 941 833 last year, despite a spectacular rebound 

Manufactures & Miscell Oct. 30 428 425 430 379 from the July low. 

Mdse. L. C. L. Oct. 30 Wl Vt 123 156 ‘ * * 

— saakes = = = he On the other hand, revenue passenger 
ELEC. POWER Output (Kw.H.)m Oct. 30 5555 5,539 5,009 3.267 miles flown by trunk Airlines in July were 
SOFT COAL, Prod. (st) m Oct. 30 122. 120 129 108 | 2-3%more than forthe like month last year, 

Cumulative from Jan, |__| Oct. 30 486 474 513 446 | against a 2% decline for 12 months. 

Stocks, End. Mo. Sept. 67.6 64.1 48.4 61.8 * * * 
PETROLEUM—(bbis.) m While it is too early as yet to predict with 

Crude Oouput, Daily ________ | Oct. 30 5.6 5.6 5.3 4.1. | confidence the overall effect of the election 

Gasoline Stocks Oct. 30 92 91 82 86 upon general business activity, one may at 

Fuel Oil Stocks Oct. 30 8 8! 57 94 least mention the vulnerability of an 

Heating Oil Stocks. Oct. 30 82 80 63 55 Economy Bolstered by Government 
LUMBER, Prod. (bd. ft.) m Oct. 30 528 548 520 632 Spending. Removal of this prop, from 

Stocks, End Mo. (bd. ft.) b____ | Aug. 6.6 63 6.0 12.6 | whatever cause, would undoubtedly pre- 

cipitate a recession—except in the unlikely 
See SNOT Sonne (fon) Sept. = 744 6.80 698 | event that Europe should at that time still be 
Cumulative from Jan. |__| Sept. 65.0 57.6 62.7 74.7 ‘ - 
in need of large scale assistance from us. 
ENGINEERING CONSTRUCTION * Ps a 

AWARDS—$m (en Nov. 4 109 179 97 94 

Cumulative from 1 | Nov.4 «= 6,035 5,925 «4,789 «5,692 President Allan Sproul of the New York 
ini an Federal Reserve Bank, thinks we are head- 

Paperboard, New Orders 'st)t.... Oct. 30 200 162 193 165 pr eels ae 9-8 hg 

Pneumatic Casings Production—m..... | Aug. 7.0 6.7 t2 4.0 ° . = 

ss : ment credit must be sustained by continued 

atural Rubber Consumption (st)t. | Aug. 53.0 48.8 47.3 54.3 

Do., Synthetic Aug. 39.2 345 39.0 0.5 |Support of the Government bond market, 
Footwear Production (pairs)m............. Aug. 41.3 32.0 39.0 34.8 and which might involve some control of 
Portland Cement Production (bbls.)m | Aug. 19.0 18.7 17.5 14.9 capital expenditures. 








b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—I100). cd3—Commerce Dept., 
lly adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureay and other 
Data. e—Estimated. en—Engineering News-Record. I—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau 
(1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—I100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pe— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment and Charge Accounts. st—Short Tons. t—Thousands. 
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No. of ———_ 1948 Ind (Nov. 14, 1936, Cl—100) High Low Oct.30 Nov.6 
Issues (1925 Close—100) High Low Oct.30 Nov.6 100 HIGH PRICED STOCKS_____- 91.84 75.27 86.64 81.27 
312 COMBINED AVERAGE 151.9 119.0 —-138.4 ~—«:127.8 =|: 100 LOW PRICED STOCKS____ 182.86 135.10 160.64 146.02 
4 Agricultural Implements __ 240.1 178.8 215.4 203.2 6 Investment Trusts __ 71.6 60.0 63.1 57.2 
11 Aircraft (1927 Cl—100)__ 193.5 134.3 -176.8 ‘161.6 3 Liquor (1927 Cl—100)___ 843.5 637.7. 707.4 = 687.3 
6 Air Lines (1934 Cl—I00)_ 515.6 368.7 428.6 378.7 9 Machinery ——- ——————-—sS&*WS79: 136.8 150.4 137.4 
6A t 106.8 73.5 78.2 75.9 3 Mat Greer: LSS 89.8 108.2 103.8 
13 Automobile Accessories ____ 224.1 171.1 204.1 186.0 3 Meat Packing __-__—>E—sSXWCHZ. 79.3 83.5 79.3¢ 
12 Aut bil 41.3 31.3 34.2 31.3a 13 Metals, non-Ferrous 189.1 138.0 173.7 160.1 
3 Baking (1926 Cl.—100)___21.9 164 20.3 19.0 4 Paper 48.7 34.1 41.2 38.2 
3 Business Machines ______._ 297.1 224.7 263.7 245.0 25 Petroleum: _______.______._ 301.0 199.5 263.3 242.0 
2 Bus Lines (1926 Cl—100)__ 168.4 133.4 141.5 137.6 19 Public Utilities _. 124.9 97.8 114.8 105.0 
5 Chemicals 267.1 221.6 247.3 230.2 -5 Radio (1927 Cl—!00)__._-_ 30.6 17.8 24.8 22.0 
2 Coal Mining i289 14.7 22.9 20.4 8 Railroad Equipment 67.2 52.7 57.3 52.7d 
4 Communication __________ 56. 40.3 43.9 40.3 2 eeGee a. 20.5 27.5 24.5 
13 (Construction) TNS 56.6 62.5 57.9 3 Realty 27.1 21.1 26.4 24.3 
7 Containers. 3460 270.3 297.7 270.3d 2 Shipbuilding _.__—sWiW46. 102.8 140.6 132.3 
9 Copper & Brass_____—siY I 92.0 104.0 96.8 3 Sotetkinks SIGS 321.1 343.3 322.1 
2 Dairy Products _.._______. 40.2 50.7 57.8 55.6 14 Steel & Iron. S—«~'2.2.00 96.2 121.3 109.8 
5 Department Stores 71.9 53.9 62.7 60.0 3 Sugar 54.7 44.8 50.5 47.8 
6 Drugs & Toilet Articles 184.4 144.1 155.2 144.1¢ 2 Sulphur 281.9 206.6 279.6 268.8 
2 Fi Compani 268.3 199.4 255.1 237.7 5 Textiles 170.4 118.9 147.0 138.5 
7 Food Brands ____s«éd'772«6 152.8 159.9 155.9 3 Tires & Rubber__.__ E345 27.5 33.8 31.6 
2 Food Stores_. Ss t—Cié 7 59.7 65.2 60.7 6 Tobacco 71.7 62.4 70.6 67.4 
3 Furniture 88.3 70.9 80.8 76.0 2 Variety Stores __.___s: 3327.8 286.9 317.3 311.8 
3 Gold Mining _-s—i772.7— ss 557.4 = 574.0 = 557.4 17 Unclassified (1947 Cl—100) 109.8 90.0 100.7 94.6 








New LOW since: a—1947; c—1945; d—1944; f—1942. 
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Trend of Commodities 





Farm products prices, cash and futures, rose substantiall 
during the past fortnight. Since about half the advance too 

lace prior to the election, Mr. Truman can not claim full credit 
or ch strength. Fact is that both parties pledged continuance 
of a firm support policy. In some quarters there lurked a little 
suspicion of Mr. Dewey’s sincerity in this matter; but, rather 
ironically, talk has arisen since the election as to the expediency 
of bolstering living costs for non-farm consumers. The Commerce 
Secretary is openly opposed to this, and even the President 
and his douse of Agriculture are on record as favoring some 
lowering of crop price supports at the end of next year when 
wartime support levels will be dropped under present law. 
Should present prices hold, and they could under eaahar gov- 
ernment spending and its consequent inflationary effects, the 
question of lowering Government support levels would become 


merely academic; for support for a number of crops would then 
not be needed. Against this “iffy” possibility are prospects of 
more record crops next year. The Agriculture Department re- 
prt that a near record 79 million acres have been seeded 
or next year’s wheat crop, despite the Department's advice 
earlier this year that acreage be reduced to 70 million. The 
all-time record was 80.8 million acres seeded in 1937. But this 
yielded only 874 million bushels of wheat, whereas the 77.9 
million acres seeded in 1947 yielded a record 1,365 million 
bushels this year. Mechanization largely accounts for the almost 
miraculous increase. The Agriculture Department also reports 
that world production of rice for the 1948-9 market .year will 
approximate 7.3 billion bushels, compared with 7.1 billion last 
year and 7.45 billion pre-war; world cottonseed production is 
estimated at 13.7 million short tons—17% above last year. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. | Mo. 3Mo. 6Mo. IYr. Dec.6 
Nov.8 Ago Ago Ago Ago Ago 1941 


306.6 305.1 305.5 320.0 319.3 348.0 156.9 
278.9 278.3 277.5 290.0 274.7 313.9 157.5 
325.9 323.8 325.1 341.1 351.9 372.0 156.6 


28 Basic Commodities __ 
1! Imported Commodities 
17 Domestic Commodities 


RAW MATERIALS SPOT INDEX 
AUG. SE PT. OCT, NO 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1948 1947 1945 1943 1941 1939 1938 1937 
High ____. 162.2. 164.0 95.8 92.9 85.7 783 65.8 93.8 
low... 149.2. 126.4 93.6 89.3 74.3 61.6 57.5 64.7 
198 


Date 2Wk. | Mo. 3Mo. 6Mo. Yr. Dec.é 
Nov.8 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture _ 321.3 323.1 325.9 364.8 373.7 392.6 163.9 
12 Foodstuffs 351.8 354.9 357.7 388.3 400.2 434.1 169.2 
16 Raw Industrials 278.5 275.7 274.9 280.8 274.2 290.8 148.2 

















‘COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1948 1947 1945 1943 1941 1939 1938 1937 
High _____ 168.83 175.65 106.41 96.57 84.60 64.67 54.95 82.44 
Low _.____._ 139.83 117.14 93.90 88.45 55.45 46.59 45.03 52.03 
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Companies with Large 
Earnings and 
Outstanding Prospects 





(Continued from page 181) 


specialties and must be assured 
of castings accurately made and 
properly finished. The number of 
concerns competent to supply 
these goods is rather limited, so 
that their sales growth and earn- 
ings improvement have been 
marked in postwar and seem cer- 
tain to continue. 





Answers to Inquiries 





(Continued from page 192) 


prices of only 28.6% in the same 
period. The relatively small in- 
crease in prices was made pos- 
sible through a huge increase in 
production, as well as some sub- 
stantial improvement in opera- 
tions. 


Virginia Electric & Power Company 
“Please furnish information as to rev- 
enues and dividends of Virginia Electric 
& Power Company.” 
W.F., Los Angeles, Calif. 
_ Operating revenues of Virginia 
Electric & Power Co. for the 
twelve months ended September 
30, 1948, totalled $48,575,136, an 
increase of $5,420,421 over reve- 
nues of $43,155,715 for the twelve 
months ended September 30, 
1947. Operating revenues for the 
month of September 1948 totalled 
$4,299,488 compared with $3,683,- 
499 in September 1947. Operating 
expenses and maintenance for the 
monthly period increased approxi- 
mately $650,000, with the high 
cost of fuel and purchased power 
accounting for $385,000 of the 
increase. 

A substantial saving in cost of 
power will be effected when the 
company’s new Possum Point 
Power Station near Alexandria 
goes into operation in a month or 
so. The company estimates that 
the cost of power in the past year 
would have been $1,695,000 less 
if this station has been in opera- 
tion during that time. This, to- 
gether with the rate adjustments 
already in effect or expected to be 
in effect shortly and giving effect 
to present fuel and labor costs, 
would have resulted in earnings 
of $1.78 per common share for 
the twelve months ended Septem- 
ber 30th last compared with $1.38 
per share reported, in both cases 
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based on the average number of 
shares outstanding. Regular 30 
cent quarterly dividend is ex- 
pected to continue. 





Bigelow-Sanford vs. 
Mohawk Carpet 





(Continued from page 186) 


Bigelow-Sanford. Like its com- 
petitor, it has strategically located 
sales offices and warehouses 
throughout the country, depend- 
ing mainly on domestic trade, and 
additionally maintains a_ sales 
subsidiary in Mexico City. Manu- 
facturing is concentrated in Am- 
sterdam, N. Y., where 55 build- 
ings comprise the plant and 
nearly 6,000 workers are em- 
ployed. 


Comparative Volume Growth 


Volume growth by Bigelow- 
Sanford in the last 20 years has 
been more substantial than that 
of Mohawk. As of 1929, sales of 
both concerns were near the same 
level, $24 million vs. $23 million. 
Following the 1939 depression, 
Bigelow-Sanford outdistanced its 
rival rapidly, widening the spread 
to $10 million by 1941. During 
war years, volume of the larger 
concern averaged about $40 mil- 
lion annually, rising sharply to 
$62.9 million in 1947 and pushing 
ahead in 1948 towards an all time 
record close to $98 million. In the 
same periods, sales of Mohawk 
climbed to around $30 million 
during 1941-45, then to $46.9 mil- 
lion in 1947 and for nine months 
of 1948 advanced to an annual 
rate of $61 million. Both concerns 
are now selling all they can pro- 
duce and are allocating their pro- 
duction to customers. 


Apparent operating advantages 
have enabled Mohawk .-to achieve 
wider margins (operating in- 
come, before depreciation, as a 
percentage of sales) than 
Bigelow-Sanford over a period of 
years, despite sharper volume 
gains by the latter. This held true 
only until 1947, however, when 
economies, modernization and 
larger volume pushed the margin 
of Bigelow-Sanford up to 12.1%, 
compared with 10.9% for Mo- 
hawk. But freedom from interest 
on funded debt, along with tax 
variations, enabled Mohawk to 
hold its advantage last year as to 
net income in relation to sales, 
for this ratio stood at 5.8% 


against 5.5% for its competitor. 

Aside from depression years 
such as 1932 and 1938, when both 
concerns incurred deficits result- 
ing from drastic declines in vol- 
ume, more than average stability 
of net earnings has been charac- 
teristic in the case of both Mo- 
hawk and Bigelow-Sanford. In- 
deed a rapid recovery from poor 
times has been a notable feature 
in studying the earnings record 
of these two manufacturers. 


The simple capital structure of 
Mohawk, consisting solely of 
531,000 shares of common, has 
been beneficial in holding per 
share earnings for most years 
above those of the larger concern. 
Bigelow -Sanford has 627,218 
shares of common outstanding, 
preceded by 26,403 shares of 6% 
$100 par preferred and $5 million 
long term notes. In 1947, though, 
net earnings of Bigelow-Sanford 
equalled $5.32 per share com- 
pared with $5.15 for Mohawk, 
and the spread was actually wider 
than appeared because of hidden 
reserves created by Bigelow- 
Sanford in figuring inventory 
values on a Last-In First-Out 
(LIFO) basis. Mohawk uses the 
LIFO method in valuing its raw 
wools only. 


Working Capital Position 


As to working capital, both 
concerns are in comfortable posi- 
tion for the time being, though 
high level sales and prices, along 
with modernization expenditures, 
might soon tend to lower current 
ratios to a point where additional 
financing would be desirable. 
Mohawk’s working capital has 
risen from $8.2 million in 1938 
to $21.4 million at the end of 
1947, solely by the retention of 
earnings. Bigelow-Sanford re- 
tained $8 million from earnings 
in recent years, but its rapid 
growth led it to borrow $5 million 
in 1946 and only poor market 
conditions have deferred the sale 
of $3 million second preferred 
stock of late. At that, the com- 
pany’s working capital stood at 
$26.8 million on December 31, 
1947 and current assets exceeded 
current liabilities 3.6 to 1. But 
the company expects to install 
more broad looms and carders, at 
the same tyme anticipating larger 
inventories when it can more ade- 
quately stock its numerous branch 
warehouses, all of which points to 
increased capital needs in view of 
the bright sales horizon. 
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Variable earnings of both con- 
cerns over a long term have in 
turn led to variable dividends, 
marked by occasional omissions 
in poor years such as 1938 and 
the early 1930s. What counts, 
though, are average distributions 
and these have been quite satis- 
factory over an extended period, 
with Mohawk’s liberality rather 
more pronounced. In 1947 Mo- 
hawk paid a year-end extra to 
bring total payments for the year 
up to $3 per share. The regular 
quarterly rate of 50 cents has 
been maintained in the current 
year and a $1 year-end extra was 
just declared. Earnings this year 
may amount to around $7 per 
share. 

Bigelow-Sanford has no regu- 
lar dividend rate but, allowing 
for a 2-1 stock split last spring, 
paid $2 per share in 1947 and 50 
cents a share quarterly until re- 
cently this year. The quarterly 
rate was then raised to 60 cents 
per share and a 60 cents extra 
was also declared. As 1948 net 
earnings are likely to top $7.50 
per share, these aggregate pay- 
ments of $2.70 for 1948 are on 
the conservative side, but in- 
creased capital needs may pre- 
clude greater liberality. 

Market action of the leading 
carpet company stocks during 
1948 has rather closely followed 
the broad market pattern, on the 
whole tending to disregard good 
news. Current market prices, even 
considering evidence that con- 
sumers are beginning to display 
some resistance to high prices for 
fancier carpets, tend to discount 
rather modestly the record earn- 
ings and encouraging volume 
potentials of these leading manu- 
facturers. Shares of Mohawk 
Carpet Mills seem to have been 
more volatile than those of 
Bigelow-Sanford in postwar, with 
respective ranges in the 1946-48 
period of high — 70, low — 3234 
and high — 4154, low — 2314, the 
latter range adjusted for the 2-1 
stock split last March. 


Dividend Yields 


At a recent price of 30, 
Bigelow-Sanford shares yield 9% 
based on 1948 dividends, while 
Mohawk Carpet at 38 returns 
7.9% on a basis of 1947 divi- 
dends, with strong prospects that 
this will at least hold for 1948. 
Price-earnings ratios of both is- 
sues are far below normal, even 
in relation to last year’s lower 
earnings. Bigelow-Sanford has 
the edge in this respect with the 
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price only 5.6 times earnings com- 
pared with 7.4 for Mohawk. On 
basis of estimated 1948 earnings, 
price-earnings ratios are con- 
siderably lower in both cases. 

Fundamentally, Mohawk has a 
more conservative capital struc- 
ture and is expanding along very 
cautious lines. Managerial poli- 
cies of Bigelow-Sanford, on the 
other hand, reflect aggressive- 
ness, while an element of leverage 
is created by term loans and 
senior stock. While this adds 
speculative appeal to the latter 
shares during good times, in 
leaner periods net earnings could 
decline rather faster. Looking 
ahead, though, the long estab- 
lished trade position of Bigelow- 
Sanford tips the scales somewhat 
in favor of its common stock, in 
our opinion. Even under reces- 
sive business conditions, this 
dominant concern should enjoy 
certain advantages over its com- 
petitors, and as long as prosperity 
endures its growth could be more 
impressive. 





The Importance of Manage- 
ment in Selecting Securities 
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is no good reason for such nig- 
gardly treatment. It makes it dif- 
ficult for the stockholders to avoid 
asking whether “the big fellows” 
are thinking of their income tax. 
What’s more, scant dividends 
militate against appreciation po- 
tentials of a stock; liberal divi- 
dend payers usually do better 
marketwise. Scant dividend thus 
affect a stockholder doubly: First 
from the standpoint of income, 
secondly by reduced appreciation 
prospects. 

From a stockholders’ viewpoint, 
then, it is more than questionable 
whether, and how much, he can 
benefit by. dividend-withholding 
policies. Individual cases may 
well justify retention of earnings 
to an extent far greater than or- 
dinarily desirable, particularly 
under today’s conditions. But the 
practice should vary with the cir- 
cumstances. And while the policy 
should be determined and pro- 
posed in the first instance by 
management, it should be subject 
to independent consideration and 
appraisal by stockholders in their 
own interest as distinguished 
from that of the corporation as a 
separate entity, or the manage- 
ment as a special group. As 
owners of the business and as 
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risk takers, stockholders have a 
right to that. 

As it is, policies are frequently 
determined and carried out by the 
management with little voice on 
the part of the _ stockholder. 
Where a large stock interest is 


held by directors, officials or 
others close to the enterprise, he 
is rather powerless. Where the 
proxy machinery gives officials 
control, this may even happen 
when stock is fairly widely held, 
unless he chooses to exercise his 
voting franchise, as he should. 

The question of concentrated 
management holdings of stock 
thus is an important one, as is the 
current drift towards employee 
management rather than owner 
management. The disadvantages 
of concentrated ownership by the 
management from the standpoint 
of the ordinary stockholder is 
that dividends are not very at- 
tractive to shareholders in high 
tax brackets. Such concerns fre- 
quently pay out a smaller percent- 
age of net than those in which the 
management has a smaller owner- 
ship risk. Naturally, under the 
present tax regime, the small 
holder is more interested in a 
liberal dividend policy than is the 
big stockholder. Additionally, at 
today’s tax rates, it is practically 
impossible to settle the estate of 
a controlling stockholder without 
selling some of the shares to the 
public. This tends to create a sup- 
ply of stock that may be over- 
hanging the market for a long 
time. Another point is that wide 
distribution of shares among 
many stockholders facilitates new 
financing through subscription 
rights, whereas larger holders 
often lack the ready cash re- 
sources to take up their rights, 
hence different and less desirable 
means of financing must be con- 
sidered. 


Advantages of 
Owner-Management 


Owner management, however, 
is not without certain advantages. 
It should provide greater incen- 
tive to take care of stockholder 
interests and less incentive to pay 
excessive compensation to officers. 
Since the management has most 
of its investment eggs in one 
basket, it can be expected to watch 
it carefully. Thus the minority 
stockholder should benefit from 
the management’s application and 
interest. 

There is another side to the 
ownership question. Lack of sub- 
stantial ownership of stock on the 
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TO EVERYONE, THIS GULF SIGN 
STANDS FOR TWO GUARANTEES! 


e This Gulf emblem on any product stands 
for two guarantees of excellence. One visible, 


one invisible. 


The visible guarantee is evidenced by the 
plant and properties that make Gulf one of the 


part of directors or officers may 
potentially lead to abuses in the 
form of excessive salaries, 
bonuses and other emoluments. 
This is a live question today 
where there are many efforts to 
supplement highly taxed incomes. 
Such efforts frequently take the 
form of stock options or outright 
stock gifts, and even pension 
agreements, life insurance or 
annuities. 

Naturally, where such arrange- 
ments lack justification or go be- 
yond the reasonable, the stock- 
holder is the loser unless it is in his 
power to interfere. His loss takes 
not only the form of pre-empted 
earnings; such arrangements also 
swell overhead and raise break- 
even points; damaging the com- 
pany’s competitive position and 
increasing the risk of loss opera- 
tions when volume declines. Milk- 
ing a company in such manner 
naturally reflects on the calibre 
of the management; it shows that 
the latter’s assumed wisdom and 
efficiency is not justified. While it 
is nearly always true that the 
management is in best position to 
judge which policies are most ex- 
pedient, it does not follow that it 
will always either recognize or 
adopt the course most beneficial 
to shareholders. 
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-TO AN ASTRONOMER, THIS SIGN 
STANDS FOR THE PLANET NEPTUNE 





largest producers and refiners of crude oil. 
The invisible guarantee is the determination 


of Gulf to make the best petroleum products 


Gulf Oil Corporation 


that skill, science, loyal employees and alert 
management can jointly achieve. 


Gulf Refining Company 


General Offices, Pittsburgh, Pa. 


The “hoarding” of cash, the 
policy of withholding dividends 
despite existence of large accumu- 
lated earnings is frequently cause 
of complaint as witness—to men- 
tion but a few examples—recent 
stockholder actions in the case of 
Curtiss-Wright Corp. and Inter- 
national Telephone and Telegraph. 
Such instances usually represent 
a clash between investment inter- 
est and management interest, the 
latter prone to subordinate divi- 
dends to the future welfare of the 
company. It is considered proper 
managerial policy to withhold 
earnings from stockholders to 
strengthen working capital, to in- 
crease productive capacity or to 
eliminate overcapitalization. But 
this does not justify the indefinite 
hoarding of large cash resources 
where none of these needs arise. 
Alert stockholders are quick to 
point this out, just as in the case 
of Pullman Inc., there was no un- 
animity among shareholders re- 
garding the management’s course 
of repurchasing company stock in 
the market out of the proceeds of 
the sale of the sleeping car busi- 
ness. Many stockholders would 
have preferred at least partial 
distribution of the cash assets 
thus acquired. 

It is difficult to say whether 


actions, such as those cited purely 
as examples, constitute poor man- 
agement or good management; it 
all depends on the viewpoint and, 
most importantly, on the final re- 
sults of management policy. The 
stockholder viewpoint necessarily 
differs from that of a manage- 
ment which thinks primarily in 
terms of either itself or the cor- 
poration as a separate entity. 

It stands to reason that man- 
agement policies, including divi- 
dend policies have a bearing not 
only on a company’s position and 
prospects, but particularly also on 
the market value of its securities. 
We have pointed out, as we went 
along, that liberal dividend payers 
always do _ better marketwise 
than others and from this view- 
point alone, apart from the in- 
come factor, it is understandable 
if stockholders view askance the 
often meager percentage of earn- 
ings distributed out of present- 
day large profits. Withholding 
earnings can be overdone, and is 
being overdone in many cases. 

It is one of the reasons why the 
market so conservatively capital- 
izes corporate profits. After all, 
it’s what the stockholder gets that 
counts, not reported but unavail- 
able earnings. If the stockholder 
wishes more favorable considera- 
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tion of his interest, and who 
doesn’t, he will do well to study 
and acquaint himself with man- 
agement policy. He can do so not 
only by looking at the record, but 
by making it a point to exercise 
his voting privilege. 





Realistic Survey of 
Electric Utility Companies 
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common stock equity is being auto- 
matically increased by the steady 
reinvestment of excess earnings. 
While both the commissions and 
the companies would like to do 
more equity financing, the regula- 
tory authorities will doubtless 
realize the importance of complet- 
ing the present building program 
and will permit the utilities to 
finance through bank loans and 
bonds if they can’t raise the money 
otherwise. 

What is the present outlook for 
utility stocks? As indicated in the 
accompanying table, excellent 
yields are now obtainable on high- 
grade issues. For those content 
with low yields but who desire 
greater safety of principal plus 
appreciation possibilities, the nu- 
merous convertible issues now 
available (or soon to be offered) 


have attractive features. The . 


trend of utility stocks is of course 
largely dependent on the course 
of the general market. But many 
observers feel that utilities are 
more attractive than industrials 
because they are so nearly “de- 
pression proof” so far as earnings 
are concerned. As indicated above, 
the utilities might actually bene- 
fit by a minor let-down in busi- 
ness activity, since they may now 
lose money on some of their in- 
dustrial sales. 

The electric utilities are, on the 
average, still earning about the 
same as in the previous two years 
—increased costs have been bal- 
anced by larger sales. Of course 
some have done much better than 
others — notably southern -com- 
panies burning cheap natural gas, 
or Pacific Coast companies getting 
cheap government hydro power. 
Some are also less harshly regu- 
lated than others — utilities in 
Minnesota, Texas and Florida es- 
cape state regulation, and those 
in Ohio benefit from a liberal 
state law. In Pennsylvania the 
commission under Republican aus- 
pices treated the utilities more 
liberally than its Democratic pre- 
decessor did; but in New York 
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State, the commission headed by 
Mr. Maltbie has been exacting in 


‘its demands. Due recognition of 


all these factors is essential in 
buying utility stocks either for 
investment or speculation. 

The future outlook for the elec- 
tric utilities seems bright, since 
they are obtaining rate increases 
to offset higher costs, and earn- 
ings should benefit by the installa- 
tion of latest-model generating 
equipment. The spread of air-con- 
ditioning, television, and the pres- 
ent huge building program are all 
favorable growth factors; the 
heat pump has great potentialities 
for the future. There seems to be 
only one “fly in the ointment”— 
a possible increase in Federal 
taxes. 

Net earnings of many utility 
companies increased sharply in 
1946 when excess profit taxes 
were eliminated, and this partial- 
ly accounted for the “bull mark- 
et” in utility stocks in 1945 and 
early 1946. There is now some 
talk of reimposing excess profit 
taxes and this would again prove 
a burden to some utilities, whose 
plant accounts and surplus have 
been sharply written-down in re- 
cent years because of the pressure 
of Federal commissions for “orig- 
inal cost when first devoted to 
public service.” 


Tax Outlook 


However, it is unlikely that any 
excess profits tax will be restored 
on the old wartime basis. It ap- 
pears more likely that the regular 
corporation tax rate might be in- 
creased from the present 38 per 
cent rate. If so, those companies 
which showed a big jump in 1946 
earnings might prove vulnerable. 

Summarizing, many utility 
stocks look attractive for yield 
and appreciation—if the tax col- 
lector doesn’t get there first. 





New Candidates for 
Extra Dividends 
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per share compared with $7.20 in 
the corresponding 1947 period, 
declaration of at least $1.50 per 
share seems fairly certain. 
Another prospective candidate 
for a year-end extra is Crane Com- 
pany, leading producer of valves 
and plumbing equipment. The 
bright vistas for this concern as a 
supplier of items for the active 
building industry support expecta- 
tions that an uptrend in sales and 
earnings may continue for an in- 


| definite period. How sharply earn- 


ings have gained is shown by a re- 
ported $5.67 per share in the first 
half of 1948, 49 cents more than 
the company earned in all of 
1947. About a year ago, Crane 
Company declared an extra of $1 
per share, and since only $1.20 
has been paid to date in 1948, it 
looks as if an even more liberal 
year-end special might be paid. 
The earnings of the company as- 
suredly would warrant a substan- 
tial measure of generosity in this 
respect. 

Among retailers, Barker 
Brothers Corporation, an impor- 
tant California distributor of 
furnishings for homes, hotels and 
office buildings, is maintaining 
earnings at a very satisfactory 
level. Last year’s net profits 
amounted to $5.42 per share and 
a year-end extra of 50 cents 
brought total payments to $2.6214. 
Although first half year earnings 
for 1948 showed a slight decline 
the company expressed confidence 
in its outlook by lifting the divi- 
dend rate moderately around mid- 
year and declaring an extra of 
121% cents. Still total payments 
for nine months have been only 
$1.50 per share and as full year 
earnings may come close to $5 per 
share, the outlook for a year-end 
extra is quite bright. 





Spain on the Spot 
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need of structural steel, machin- 
ery, tools, rolling stock, and fer- 
tilizer. The need is so great that 
to really help Spain, foreign aid 
on the scale of Marshall aid would 
be necessary. But the granting of 
such a loan is likely too difficult 
to sell to the new Congress, par- 
ticularly if the Generalissimo in- 
sists on his own terms. Also there 
is still on the books of the United 
Nations the declaration made in 
December 1946, recommending to 
the member nations the suspen- 
sion of diplomatic relations with 
Madrid. 

Moreover, Spanish businessmen 
are known to have admitted pri- 
vately that a loan to Franco at 
this point would probably be 
wasted. The suggestion has been 
made that the Export-Import 
Bank lend to individual Spanish 
industries, or that private loans 
be given to individual Spanish 
business concerns. However, such 
credits would not be large enough 
to pull Spain out of the present 
economic morass. 
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If a loan is to be given and is 
to be of any use, some of the 
totalitarian measures which have 
hog-tied the industries and busi- 
ness would have to be reconsid- 
ered. Also, Spain would have to 
help itself by pushing exports. 
This could not be done without a 
drastic reduction of costs—includ- 
ing the cost of Government—or 
without the devaluation of. the 
peseta. It is doubtful that the 
Franco regime is ready for such 
steps. 





Varied Prospects for 
Capital Goods Companies 
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sector of the machinery industry 
will in all probability fill some $2 
billion worth of orders in 1948. 
Boom times for oil field equip- 
ment makers, from machinery to 
pipe for ambitious pipe line pro- 
jects, should be long-lived in view 
of the oil industry’s determina- 
tion to press forward during the 
next several years with the larg- 
est and most aggressive explora- 
tion campaign in their history. 
Favored by steel priorities, out- 
put in this field has been high, 
thus order backlogs in some in- 
stances fail to reflect the scope of 
current demand. Chief  benefi- 
ciaries include National Supply, 
Wayne Pump, Dresser Industries, 
Worthington Pump and Foster- 
Wheeler, apart from numerous 
smaller concerns long active in 
the field. Foreign business should 
become increasingly important. 

Makers of construction and 
conveying machinery, too, are do- 
ing extremely well with demand 
still far ahead of supply. The 
residential building boom, large 
public construction projects and 
ECA needs have created extraor- 
dinary demands and order back- 
logs are large, reportedly running 
from six months to two years and 
still mounting. Current output is 
at an annual rate of about $400 
million, approximately the same 
as last year when exports ac- 
counted for about one-fourth of 
the total. ECA requirements lat- 
terly have been rising, enhancing 
future volume potentials. 


Principal Beneficiaries 


Bucyrus-Erie, Caterpillar Trac- 
tor, Le Tourneau, Ingersoll-Rand 
and Chain Belt are among the 
companies primarily benefitting 
from the large business on hand 
and still ahead. Spectacular uses 
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of construction machinery during 
the war, showing up their effi- 
ciency and resultant cost savings, 
have contributed to the ever-wid- 
ening application of this type of 
equipment in this era of high 
labor and construction costs. Any 
future emergence of large scale 
public works will enhance long 
range prospects for high level 
business in this field. 

By way of contrast, the textile 
machinery industry finds itself 
more or less in the doldrums. Tex- 
tile industry capacity was greatly 
increased during the war and the 
need for new machinery is small 
in the domestic field. Domestic 
orders fell off a year ago but for- 
eign orders were high until prior 
to the advent of ECA when a lull 
set in pending ECA appropria- 
tions. ECA orders may pull the 
industry out of its slump but this 
will take some time. In the mean- 
time it is estimated that ship- 
ments, currently around a $200 
million annual rate, may drop off 
to half that much. For some time 
to come foreign markets offer the 
best prospects but lack of dollars 
abroad prevents their effective 
exploitation. 

Manfacturers of refrigeration 
and air-conditioning machinery 
have large backlogs particularly 
for heavy equipment while lighter 
equipment is fairly well caught 
up. Foreign business is good but 
could be greatly expanded if it 
were not for the dollar shortage. 
York Corporation and Carrier 
Corporation share importantly in 
this growing market. In recent 
months there has been an im- 
provement in incoming orders 
and allowing for a seasonal de- 
cline during the winter months, 
sales and earnings should hold up 
well. 

Backlogs up to three years are 
reported in the power plant equip- 
ment field, particularly for large 
steam turbines and generators 
used by the utility industry now 
in the process of carrying out a 
$6 billion expansion program. 
This should assure a continued 
high level of activity for makers 
of heavy electrical equipment, 
prominently so for such industrial 
giants as General Electric, West- 
inghouse Electric and _ Allis- 
Chalmers. Foreign demand, too, 
is impressive, but much of it 
awaits ECA financing. 

The steel shortage is somewhat 
of a problem but improved supply 
conditions may be created by rec- 
ord steel output and allocations. 
Allis-Chalmers, though a leading 








Imperial Oil Limited 
TORONTO 1, ONTARIO 
Notice to Shareholders and the 


Holders of Share Warrants 

NOTICE is hereby given that a dividend of 25 
cents per share in Canadian currency has been 
clared, and that the same will be payable on or aftes 
the Ist day of December, 1948, in respect of the 
shares specified in any Bearer Share Warrants of 
the Company of the 1929 — — presentation 
and — of coupons No. 

E ROYAL BANK ‘OF ‘CANADA 
King and Church Streets Branch, 
Toronto 1, Cana 
(For convenience coupons are also negotiable with 
out charge at any branch of The Royal Bank of 
Canada in Canada). 

The payment to Shareholders of record at the 
close of business on the 15th day of November, 
1948, and whose shares are represented by Regis- 
tered Certificates of the 1929 issue, will be made by 
cheque mailed from the offices of the Company on 
the 30th day of November, 1948. 

The Transfer books will be closed from the 16th 
day of November, 1948, to the 30th day of Novem- 
ber, 1948, both inclusive and no Bearer Share War- 
rants will be converted into other denominations 
of Share Warrants during that peri 

The Income Tax Act of the Dominion of Canada 
provides that a tax of 15% shall be imposed and 
deducted at the source on all dividends payable by 
Canadian debtors to non-residents of Canada. The 
tax will be deducted from all dividend cheques 
mailed to non-resident shareholders and the Can 
pany’s Bankers will deduct the tax when paying 
coupons to or for accounts of non-resident share- 
holdes ers. Ownership Certificates (Form No. 600) 
must accompany all dividend coupons presented for 
payment by residents of Canada. 

Shareholders resident in the United States are 
advised that a credit for the Canadian tax withheld 
at source is allowable against the tax shown on 
their United States Federal Income Tax return. In 
order to claim such credit the United States tax au 
thorities require evidence of the deduction of said 
tax, for which purpose Registered Shareholders will 
receive with dividend cheques a Certificate of Tax 
Deduction, and Bearers of Share Warrants must 
complete Ownership Certificates (Form No, 601) in 
duplicate and the Bank cashing the coupons wil) 
endorse both copies with a Certificate relative to the 
deduction and payment of the tax and return one 
Certificate to the Shareholder. If forms No. 601 are 
not available at local United States banks, the _o 
be secured from the Company’s office or The oyal 
Bank of Canada, Toronto. 

Subject to Canadian regulations affecting enemy 
aliens, non-residents of Canada may convert this 
Canadian dollar dividend into United States cur 
rency or such other foreign currencies as are to 
mitted by the general regulations of the Canadian 
Foreign Exchange Control Board at the official Ca 
nadian Foreign Exchange control rates prevailing 
on the date of presentation. Such conversion can be 
effected only through an Authorized Dealer, i.e., a 
Canadian branch of any Canadian chartered bank 
The Agency of The Royal Bank of Canada, 68 Wil 
liam Street, New York City, is ——— to accept 
dividend che eques or coupons for collection througb 
an Authorized Dealer and conversion into any per 
mitted foreign currency. 

The Secretary will on request and when available 
forward to the holder of any Bearer Share War 
rant of the Company a copy of the Company’s annua 
report for the fiscal year. 

BEARER WARRANT HOLDERS SHOULD 
PARTICULARLY NOTE THAT COUPON No. 
70 WAS BY BOARD RESOLUTION DE- 
CLARED NOT AVAILABLE FOR DIVIDEND 

J JAS SQUIRED TO BE 
AS EVIDENCE OF THE 
ISSUANCE OF RIGHTS IN CONNECTION 
WITH THE RECENT SALE OF THE COM- 
PANY’S HOLDINGS IN INTERNATIONAL 
PETROLEUM COMPANY, LIMITED AND IN 
CONSEQUENCE COUP PON No. 71 IS DESIG- 
NATED FOR THE PURPOSE OF THIS 
DIVIDEND. 

By order of 1 ihe B 
COLIN BERICHTON, 
General Secretary 
86 Church Street, Toronto 1, Ontario 


November 3rd, 1948. 

EC CAN COMPANY, Inc. 
The usual dividend of twenty-five cents 
(25¢) per share, and an extra dividend 
of fifty cents (50¢) per share on the com- 
mon stock of this company, making the 
year-end dividend seventy-five cents 
(75¢) per share, has been declared pay- 
able December 15, 1948, to stockholders 
of record at the close of business Novem- 


ber 26, 1948. Books will not close. 
SHERLOCK McKEWEN, Treasurer. 
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ALAS 


WHAT NOW 


AFTER 


ELECTION? 


Would you like to check your 
investment strategy with that of 
Babson’s? If so, clip this ad- 
vertisement, send it to us with a 
list of 7 securities you own. 
We'll tell you whether our strategy 
is to Hold or Switch. No cost 
or obligation. Write Dept. M-69. 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 











maker of farm machinery, reports 
that a major proportion of its 
backlog consists now of equip- 
ment for the utility industry. The 
company thus has a stake in two 
fields where the outlook is par- 
ticularly impressive, apart from 
its other activities. 
Heavy Order Backlogs 

Sales potentials of the agricul- 
tural machinery industry are only 
limited by the availability of 
steel. Order backlogs are ex- 
tremely heavy ; foreign demand is 
urgent and rising, and present 
exceptional domestic demand re- 
flects high farm income, the 
shortage of farm labor, and gen- 
erally rising costs that emphasize 
the advantages of greatest possi- 
ble mechanization of the farming 
process. 

Ever since the war, this indus- 
try has been doing quite well and 
1948 shipments should be well 
above the $1.5 billion figure re- 
ported for last year (including 
tractors). The development of 
new and improved farming ma- 
chines, such as cotton and corn 
pickers, automatic hay balers and 
automatic controls for attach- 
ments, will further enhance the 
appeal of power equipment as a 
capital investment. Together with 
efforts to mechanize the small 
farm by means of low-price, 
small-size tractors and equipment, 
it will widen the industry’s poten- 
tial market considerably. 


Sales vs. Profits 


Interim reports of leading 
farm equipment companies have 
shown a universal increase in 
sales, but profit margins have 
been generally narrower reflect- 
ing the fact that higher selling 
prices have not kept pace with 
the rising trend of costs. Still, 
company earnings have _ been 
highly satisfactory due to excep- 
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tional volume. For the current 
fiscal year ending October 31, the 
industry is expected to show a 
sharp gain in sales and moder- 
ately larger profits than in the 
preceding year. 

Prospects for 1949 are promis- 
ing with foreign demand likely to 
absorb any possible decline in 
domestic sales due to lower farm 
income. In an effort to meet de- 
mand, the industry has under- 
taken an extensive expansion pro- 
gram costing an estimated $300 
million; there is no question that 
the expanded capacity will be 
kept busy for a_ considerable 
period ahead. Virtually every 
company in the field can look for- 
ward to above average results. 

Dearth of rolling stock has 
been a much-publicized feature of 
the postwar railroad picture but 
the shortage is now on the mend. 
Production has been stepped up, 
yet existing backlogs generally 
foreshadow a high rate of opera- 
tions for some time to come. 
While insufficient steel is an ob- 
stacle to all-out production, allo- 
cations should support volume 


.close to expectations. 


Freight car production is ex- 
pected to remain around the 
10,000 cars-a-month goal for the 
industry set last year but 
achieved only considerably later; 
yet shortages of some car types 
such as gondola cars are still 
acute. At the end of October, the 
railroads had on order 111,416 
freight cars which at the present 
rate of delivery would take about 
a year to build. Of this total, 39,- 
696 are still to be constructed in 
railroad shops and 71,720 by the 
carbuilders. Orders placed during 
October for 11,431 cars exceeded 
by over 2,400 the number of new 
cars delivered during that month. 

Freight car production for for- 
eign account is tapering off and 
current backlogs, principally for 
Latin America, amounts to only 
about 3,700 units. On the other 
hand, ECA plans call for delivery 
to Europe of some 21,000 cars by 
July 1, 1949, but so far no steel 
has been allocated or specifica- 
tions drawn. 

Orders for passenger cars ex- 
ceed 2,200 units and will require 
more than two years’ production 
at recent operating rates. Orders 
for Diesel locomotives are close 
to all-time peaks and at current 
production rate will take well 
over a year to complete. In fact, 
basic demand factors in the en- 
tire railroad equinment field re- 
main exceptionally promising, 


pointing to record sales despite 
supply problems. While cost fac- 
tors and competitive forces may 
limit profit margins, the earnings 
outlook remains at least satis- 
factory. 


Other Promising Fields 


There are other capital goods 
fields where the outlook supports 
the expectation of well-sustained 
or improved business. The build- 
ing boom, after a seasonal drop 
during the winter months, is ex- 
pected to show renewed vigor, 
aided by the prospect of new 
housing legislation to be enacted 
by the next Congress. Ship- 
builders which early this year 
faced the prospect of empty 
yards, are again active and now 
have sufficient business for two 
or more years, with over 1.2 mil- 
lion gross tons of ships on order. 
Recent large orders, partly re- 
flecting international develop- 
ments, may be followed by fur- 
ther important business under the 
defense program. 

The aircraft industry is a 
major beneficiary of the latter, 
and the scheduled rise in military 
output will boost industry sales 
materially over the next few 
years despite limited prospects 
for civilian plane orders. Authori- 
zations for the 1949 fiscal year 
total $1.9 billion compared with 
$588 million in fiscal 1948. This 
resurgence of industry activity 
will have a widely beneficial effect 
among numerous supplying indus- 
tries such as aluminum producers, 
the makers of parts and compo- 
nents, and of instruments. 

The effect of new military air- 
craft orders on profits, however, 
is not likely to match the sche- 
duled rate of expansion due to 
profit limitations on _ cost-plus 
business to 10% before taxes on 
production contracts and 15% on 
experimental and research work. 
Moreover it is reported that ac- 
tual fees to the industry are gen- 
erally held below the legal limit. 
Contracts, additionally are sub- 
ject to renegotiation. 

Automobiles are not generally 
classified as capital goods; they 
fall into the category of consumer 
durable goods. Yet the strong de- 
mand situation in the automotive 
industry has vital repercussions 
in various capital goods indus- 
tries, hence add importantly to 
the over-all potential of this 
sector of the economy. It is an in- 
fluence that should be strongly 
felt for a considerable period 
ahead. 
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Significant Trend in Third 
Quarter Corporate Reports 





(Continued from page 169) - 
the first quarter to 99 cents in the 
second three months and again ris- 
ing to $1.06 in the September quar- 
ter. The company reports a satis- 
factory backlog and an inventory 
reduction of 18% in the course of 
12 months, along with a rise of $1 
million in working capital. By the 
recent $30 million financing of a 
new installment company subsid- 
iary, Fruehauf’s working capital 
position will be further improved 
and outstanding bank loans en- 
tirely liquidated. 

Larger unit sales of automobiles 
and trucks, combined with price 
advances to offset rising costs, 
served to push net sales of General 
Motors Corporation above $1.2 
billion in the third quarter. Net 
earnings of $2.67 per share for the 
three months revealed a consistent 
gain during each quarter of the 
year thus far. Net income in rela- 
tion to sales, though slightly lower 
than in prewar when the ratio 
averaged 11144% in the 1936-41 
period, was about 10%, a quite 
satisfactory percentage. Volume 
for nine months rose to more than 
$3.4 billion and net income to 
$327.1 million, or $7.22 per share, 
indicating that net income mar- 
gins have tended to improve in the 
September quarter; use of some 
materials bought at lower prices 
helped to expand earnings slightly. 
A non-recurring profit of $8.3 mil- 
lion, derived from sale of certain 
minority interests in other con- 
cerns also swelled the earnings 
total. GM’s larger output has been 
due to inceased efficiency and in no 
small part to availability of newly 
constructed facilities. Shortage of 
sheet steel, though, still holds pro- 
duction well short of capacity. 


Strong Working Capital Position 


The September 30 balance sheet 
shows that working capital finally 
has crossed the billion dollar mark, 
with current assets including ap- 
proximately $286 million cash and 
$535 million Government securi- 
ties, part of which were purchased 
to allow for accrued taxes of 
$323.6 million. It will be seen that 
the Government and foreign tax 
agencies share about equally with 
stockholders of General Motors in 
the company’s record prosperity, 
although the latter must leave a 
substantial portion for reinvest- 
ment in the business while the tax 
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authorities will get full cash for 
their share in due course. Declara- 
tion of a $2 year-end dividend, 
bringing total payments for the 
year to $4.50 per share, indicates 
that General Motors will probably 
retain the equivalent of about $5 
per share in the rapidly expanding 
business, that is if earnings for the 
final quarter equal the average for 
the three preceding quarters. 

The September 30 report of 
United States Steel Corporation 
is of special interest in more than 
one way. Volume of $1.75 billion 
for nine months compared with 
$1.52 billion for the like period in 
1947, establishing a gain of 15%. 
Net earnings in the same priod, 
though, dipped to $7.94 per share 
as against $9.01 in 1947. In other 
words, net income relative to sales 
declined to 5% compared to 6.4% 
a year earlier. 

In explanation of this discrep- 
ancy, the steadily rising costs of 
Big Steel’s huge expansion pro- 
gram involving around $900 mil- 
lion, about half of which has al- 
ready been spent, have brought 
the company face to face with to- 
tally inadequate amounts allowed 
by the Bureau of Internal Revenue 
for depreciation of all its vast 
properties. Current replacement 
costs of obsolete facilities are far 
higher than the original costs, yet 
tax credits for depreciation are 
based only on the latter. In view of 
this situation, U. S. Steel in 1947 
and through the first two quarters 
of 1948 set up a special reserve 
equal to 30% of allowable depre- 
ciation, reducing per share earn- 
ings accordingly. At the end of 
September the management felt 
this cushion was still insufficient 
to meet the problem and raised the 
percentage to 60%, retroactive for 
all of 1948. Hence in contrast to 
this special reserve of $19.6 mil- 
lion in 1947 for nine months, the 
amount was raised to $39.7 million 
for the same 1948 period. 

How substantially this distorted 
net earnings is shown by the fact 
that without this deduction net 
earnings would have equalled 
$12.50 per share rather than $7.94. 
Basically the step makes little dif- 
ference to shareholders, except as 
a warning against over-optimism 
as to increased dividend liberality, 
yet the “Street” was considerably 
disappointed when no year-end 
extra was declared. Since U. S. 
Steel spent about $199 million for 
additions and replacements in the 
first nine months of 1948, conserv- 
ative dividend policies were un- 
doubtedly wise. 








CANADA DRY 
DIVIDEND NOTICE 


The Board of Directors of Can- 
ada Dry Ginger Ale, Incorpo- 
rated, at a meeting thereof held 
on October 26, 1948 declared 
the regular quarterly dividend of 
$1.0625 per share on the $4.25 
Cumulative Preferred Stock and 
a dividend of $0.15 per share on 


the Common Stock; both pay- 
able January 1, 1949 to stock- 
holders of record at the close of 
business on December 8, 1948. 
Transfer books will not be 
closed. Checks will be mailed. 





Wo. J. WILLIAMS, t 
V. Pres. & Secretary j% 











AMERICAN’ Standard 


Rapiator Sanitary 
Now Yorh CORPORATION Pittsburgh 


PREFERRED DIVDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared 
payable December 1, 1948, to stock- 
holders of record at the close of business 
on November 24, 1948. 

A dividend of twenty-five cents (25¢) 
per share and a special dividend of fifty 
cents (50¢) per share on the Common 
Stock have been declared payable Decem- 
ber 24, 1948, to stockholders of record 
at the close of business on December 1, 
1948. 

JOHN E. KING 
Treasurer 








NOMA 


Electric Corporation 
55 Vé. 13th St., New York 11, N.Y 


The Board of Directors of Noma 
Electric Corporation at a meet- 
ing today (November 4th) de- 
clared a quarterly dividend of 
Thirty-seven and one half cents 
(3712¢) a share on the Com- 
mon Stock, payable December 
20, 1948 to stockholders of rec- 
ord at the close of business De- 
cember 6, 1948. 


HENRI SADACCA 
President 




















FIRTH CARPET 
COMPANY 


NEW YORK, N. Y. 
DIVIDEND NOTICE 


The Board of Directors has this day de- 
clared a regular quarterly dividend of $1.25 
per share on the outstanding 5% Cumula- 
tive Preferred Stock, payable December 1, 
1948 to stockholders of record November 15, 
1948. The regular quarterly dividend of 
forty cents ($40) per share and an extra 
dividend of five cents ($.05) per share has 
also been declared on the Common Stock, 
payable December 1, 1948 to Stockholders 
of record November 15, 1948, The transfer 


books will not close. 
November 3, 1948 Graham Hunter 
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We Offer: 


REGENT 
OlL 


CORPORATION 


Price 25¢ per Share 
Orders executed by 


TELLIER & CO. 


Established 1931 


42 Broadway, New York 4,N.Y- 
Tel. Digby 4-4500 








E. I. du Pont de Nemours & 
Company also has taken steps to 
establish sizable reserves against 
excessive construction costs al- 
though they are fully taxable and 
reduce net earnings. Last year this 
company set aside $15.2 million 
for the special purpose and during 
9 months of 1948 added $14.9 mil- 
lion more. September quarter sales 
of du Pont climbed to $251.6 mil- 
lion for a gain of about 30% over 
the same period last year. The rise 
for nine months was slightly less 
or 24%. Per share earnings in the 
third quarter appear as $3.24 com- 
pared with $2.14 last year, and for 
nine months were $8.36 vs. $7.27. 

Operating margins of this con- 
cern have widened only slightly on 
larger sales during nine months, 
amounting to 25.6% in the cur- 


rent year compared with 25.3% in 
the period a year ago. “Other in- 
come,” though, from General Mo- 
tors dividends received in the first 
nine months, rose $2.5 million for 
a total of $25 million compared 
with ordinary net operating in- 
come of $90.2 million. Final quar- 
ter income from the GM invest- 
ment will be lifted sharply by the 
$2 per share year-end extra re- 
cently declared by the automotive 
concern, bringing the total for the 
year from this source to $45 mil- 
lion. On the other hand miscella- 
neous income received by du Pont 
in the nine months’ period declined 
by $2.2 million. 

A good illustration of how rap- 
idly earnings can decline when 
volume becomes even slightly 
lower is shown by the experience 
of Mack Trucks. Diminishing de- 
mand for heavy trucks in recent 
months reduced the sales of this 
concern to $26.8 million in the 
third quarter compared to $32.1 
million in the same period of 1947. 
Net earnings fell steeply to 40 
cents per share from the corre- 
sponding level of $1.54 a year ear- 
lier. Even more significant is the 
fact that though nine months sales 
declined only about $1 million, 
sliding to $89.5 million compared 
with $90.6 million, per share earn- 
ings for the period dropped to 
$2.04 per share as against $3.53 
last year. 

Reduced earnings in the Sep- 
tember period apparently are 
chiefly to blame for this, although 
a less abrupt downtrend during 
the entire year was partially ac- 





countable. These adverse results 
must not be construed as clouding 
the medium term outlook for Mack 
Trucks, for the demand for light 
trucks exceeds capacity and that 
for the heavier ones seems to be 
merely levelling off for the time 
being. Confidence of the manage- 
ment in favorable prospects is 
shown by plans to spend some $5 
million for further expansion in 
the immediate future. Chances are 
that a high break-even point can 
be adjusted downward, given a 
little time, if volume trends are 
not soon reversed. 

Some of the stronger radio 
manufacturers are making sur- 
prising gains in sales and earn- 
ings, despite talk that the industry 
as a whole has reached a point of 
over-supply in relation to demand. 
The report of Philco Corporation 
provides a good example of con- 
sistent progress. Volume of Philco 
for the first nine months of 1948 
set a new high record of $194 mil- 
lion, an increase of 23% over the 
related 1947 showing. The com- 
pany reported net earnings of 
$3.90 per share for nine months 
last year on 1.37 million shares 
outstanding, after allowing $2.09 
million for inventory and research 
reserves. During the same period 
this year, after deducting $2.68 
million for special reserves, net 
earnings equalled $4.23 per share 
on approximately 1.5 million 
shares. In 1947, non-recurring in- 
come of nearly $800,000 lifted 
final net, but no such factor helped 
to expand earnings in the current 
year. 









































Net Income of Leading Corporations for the First Nine Months 
(In Thousands of Dollars) 
Net Income by Quarters Net Income % Annual Return 
No. 3 Qr. 40r. 1 Qr. 2 Qr. 3 Qr. Nine Months Nine Months 
of Cos. Industrial Groups 1947 1947 1948 1948 1948 1947 1948 1947 1948 
24 Food products . aus § 36,254 $ 41,030 $ 35,619 + $ 35,838 $ 35,543 $115,968 $107,000 20.1 16.8 
27 Textiles and apparel. 22,159 26,360 26,547 27,038 24,185 65,917 77,770 21.7 22.5 
16 Pulp and paper products... alee 19,872 19,982 22,293 22,115 20,946 62,261 65,354 26.9 23.0 
38 Chemicals, drugs, ete... ss 86,704 96,566 102,043 103,486 115,184 277,202 320,713 17.0 16.9 
16 Petroleum products ............... 152,190 202,975 227,637 246,339 244,478 410,825 718,454 14.1 ais 
15 Cement, glass, and stone. 16,806 18,758 18,582 24,463 26,498 51,821 69,543 18.3 20.8 
30 Iron and steel... a 86,371 95,641 108,865 104,283 133,561 289,539 346,709 Vl 12.6 
14 Electrical equip. ‘and radio... 42,880 71,508 50,965 53,556 49,697 129,871 154,218 18.4 19.5 
28 Machinery . as 12,383 15,744 14,407 11,273 17,162 38,813 42,842 16.0 - 16.2 
8 Office equipment . 14,664 20,623 15,658 20,085 18,094 46,671 53,837 25.3 25.4 
12 Autos and trucks... sets 82,570 86,783 107,947 119,256 129,367 238,236 356,570 19.3 26.1 
20 Automobile parts . Bee ertases 14,782 15,140 17,516 15,413 19,058 46,329 51,987 20.5 20.1 
64 Other metal products. 46,088 42,713 47,039 47,841 54,524 131,135 149,404 16.9 17.4 
31 Miscellaneous mfg. . 27,333 39,776 28,243 31,170 35,870 88,634 95,283 ees 17.0 
343 Total manufacturing Succ 661,056 793,599 823,361 862,156 924,167 1,993,222 2,609,684 16.1 18.7 
26 Mining and quarrying... 31,978* 38,844* 38,508* 42,514* 43,772* 86,988* 124,794* 17.0 21.7 
17. Trade (retail and whole. : os 11,008 14,682 9,005 10,833 12,092 28,887 31,930 13.5 13.7 
14 Service industries ... eee 4,603 5,252 2,995 5,773 4,895 12,749 13,663 11.2 11.7 
400 Total $708,645 $852,337 $873,869 $921,276 $984,926 $2,121,846 $2,780,071 16.0 18.7 
*—Before depletion charges in some cases. 
Source: National City Bank of New York. 
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THE FORECAST Anticipated These Post-Election Markets 


—AS MAJOR BUYING PHASE 


THE Forecast came through recent volatile election markets with flying colors — 
adding lustre to our record which shows 10334 points profit with only 2% points 


loss to date this year. 


We did not “bet on the election” by recom- 
mending stocks for the October rally .. . (al- 
though our subscribers had been entirely neu- 
tral since the market topped out in early sum- 
mer). We were waiting for a clearly defined 
buying phase for a basic and more lasting re- 
covery. 

Subscribers Now Buying 

8 Undervalued Stocks 


We foresaw this post-election market setback 
as a major buying opportunity and are now 
advising 8 selected stocks at bargain levels. . . 
using 26% of liquid capital. Shortly, too, we 
are preparing to recommend 3 low-priced op- 








1949 Will Be A Good Year 


—For Business 
—For Investment 


This was indicated whether Democrats or 
Republicans were in power. We can look 
for: 
$15 Billion Armament Spending 
Huge ECA Expenditures 
Gigantic Federal Housing Program 
Full Employment... 
Farm Prosperity 
... Peak National Income 
The impact of any revived controls and 
higher corporate taxes would be most 
selective. We know that astute judgment, 
in the setting outlined above, will bring 
fine investment returns. 


are deductible for tax purposes. 

















portunities for large percentage gains. 





These 11 Stocks Have Been Especially Selected 
—For Substantial Profits in Early 1949 


—All dividend-payers with an average yield of $3.35 or 8.4% ... amply secured by 
earnings of $10 a share. Averaging under $40 .. . they sell at a subnormal ratio of slightly 
over four times earnings. In addition, their fine position and prospects enhance their 
potentials for substantial appreciation. 


You Will Also Receive Our New Recommendations to Enable You 
to Capitalize on Highly Profitable 1949 Markets 


Our subscribers are still 74% liquid... fully prepared to take advantage now of addi- 
tional opportunities for investment appreciaation and income... for large percentage 
gains in low-priced issues . . . discounting excellent 1949 prospects. 


To participate in these recommendations from the beginning . . . when the greatest 
profits are available . . . for your investment progress in 1949 ... we suggest that you 
enroll with The Forecast today. Send us also a list of your present holdings so that we 
may advise you what action to take at this time. 


We look forward to serving you and suggest that you mail the coupon below today. It 
provides free service to January 1. 
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Your subscription shall not be assigned at 


i¢ caliente teet melon FREE SERVICE TO JANUARY I, 1949 SS - 

Year- nd | 1-20 | 

| THE INVESTMENT AND BUSINESS FORECAST l 

Sg ° | QO / l of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. | 

peecia per: | I enclose [1] $60 for 6 months’ subscription; [J] $100 for a year’s subscription. I 
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SPECIAL MAIL SERVICE ON BULLETINS 
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‘ | one year in U. S. and Canada. ; important market turning points... | 
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List up to 12 of your securities for our initial 
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> 
=) (OLUMBIAN 
CARBON COMPANY 


One-Hundred and Eighth 
Consecutive Quarterly Dividend 





A quarterly dividend of 50 cents per 
share will be paid December 10, 1948 
to stockholders of record November 19, 
1948, at 3 P. M. 

GEORGE L. BUBB 


Treasurer 








UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 50 cents per share has 
n declared on the Common Stock of said 
Company, payable December 10th, 1948 to stock- 
holders of record at 3 o'clock P.M. on Novem- 
ber 24th, 1948. 
C. H. McHENRY, Secretary 














REEVES BROTHERS, wc. 
DIVIDEND NOTICE 

A quarterly dividend of 25c per 
share and an extra dividend of 25c 
per share have been declared, pay- 
able January 1, 1949, to stock- 
holders of record at the close of 
business December 3, 1948. The 
transfer books of the Company will 
not be closed. 

J. E. REEVES, Treasurer 
November 15, 1948 














As I See It! 





(Continued from page 161) 
wait, for in the next few weeks 
we will know which way the wind 
blows on all important issues. If 
the Taft-Hartley law is revised so 
as to give a square deal to both 
labor and management, we can 
rest assured that a middle-of-the- 
road policy will be followed by 
President Truman. Also, if Tru- 
man’s tax legislation demands 
take into consideration the great 
need for capital formation to meet 
requirements for economic ex- 
pansion, and assure adequate 
business profits, then the fears 
of business and industry will be 
allayed. If price controls, should 
they be deemed necessary, are 
operated in a practical and equi- 
table manner, we can expect that 
the President will receive the sup- 
port and cooperation of all those 
interested in the maintenance of 
a healthy and prosperous economy. 
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Moreover, if Mr. Truman recog- 
nizes that the mandate he re- 
ceived was for a middle-of-the- 
road course — neither too far to 
the left nor too far to the right — 
then he will be showing acumen 
of the first order in the conduct 
of our domestic affairs. 

If in the foreign field he sticks 
to his guns in Berlin and refuses 
to accept Trygve Lie’s suggestion 
for a four-power conference which 
could only mean another diplo- 
matic victory for Russia, we may 
see a bettering of the situation 
in that part of the world. And if 
he ignores the ill-conceived Eng- 
lish-inspired Bernadotte proposals, 
and. carries out the original UN 
provision giving the Negeb to the 
Israeli government, he can not 
only bring about a settlement be- 
tween the Arabs and the Jews in 
the Middle East, but spike Rus- 
sian intrigue in this strategic area 
to gain control of a weakened 
Israeli state. 

In short, if Mr. Truman carries 
out both our foreign and domestic 
program in a judicious manner 
and without partisanship, 1949 
can and will be a year of progress, 
premature and emotional apprais- 
als of the outlook notwithstand- 
ing. Such sound psychology and 
sincere effort should spell prog- 
ress at home — and abroad it 
would help the world achieve 
peace and the opportunity for re- 
covery and rehabilitation, a task 
that shoud bring work and pros- 
perity to all for several genera- 
tions to come. 





Selected Stocks at 
Bargain Levels 





(Continued from page 164) 


had been a question whether the 
increase in Federal spending, 
especially for arms and the mili- 
tary bolstering of Western 
Europe, would be great enough 
to make effective inflation con- 
trols mandatory. There is still 
that question. 

There will be fourth-round 
wage increases, but they were 
already on the cards. They would 
have been considerably more mod- 
erate in percentage than the pre- 
vious annual increases had Dewey 
won. They will still be so, for com- 
pelling economic reasons. Con- 
sumers will continue to spend 
their record income as freely as 
before, although this means less 
for some things, more for others 
as supply-demand factors shift. 





The inventory policy of business 
men has been, on the whole, tied 
pretty closely to sales. That will 
continue to be so. Exports have 
been on a high plateau, under the 
1947 peak. This will continue, with 
the 1949 total not much changed 
from 1948. Where supply has 
caught up with demand, or nearly 
so, prices will either ease or hold 
barely steady for a while longer. 
That is so of many lines of soft 
goods. It is so of farm items, 
which can sag further, on an av- 
erage, under the present 90%-of- 
parity support program; and 
there is no prospect that Mr. Tru- 
man will propose to revise this up- 
ward. In tight situations, such as 
steel and automobiles, prices could 
rise further, in reflection of 
fourth-round wage increases, un- 
less price-controls are imposed. A 
boost in key durable goods indus- 
tries could well give the Adminis- 
tration and Congress all the case 
they need for some price controls; 
and this will bear watching. 

The election of Mr. Truman is 
not automatically inflationary, a 
fact to which the current action 
of the commodity markets will 
attest. Bear in mind that the 
President leans strongly toward, 
and will no doubt try hard for, a 
balanced budget. We will not be 
at all surprised if he asks higher 
taxes as an offset to increased 
spending, thus nullifying or limit- 
ing its inflationary effect. The 
taxes probably will center on cor- 
porations, possibly on _ higher- 
bracket income taxpayers also. It 
is too early to have much convic- 
tion what Congress will do with 
his tax recommendations. 

We cannot predict what the 
impact of higher taxes would be 
on earnings, although we think it 
would be fairly moderate. Aver- 
age earnings now exceed divi- 
dends by more than two and a 
half times. Hence, it is quite im- 
probable that general dividend- 
coverage will be impaired. That 
being so, and with dividends of 
many good-grade stocks now 
yielding from 5% to 7%—even 
more in some cases—there should 
be ample investment support un- 
derlying the market. If you share 
our view, you may wish to do 
some buying on nearby periods of 
weakness — not on rallies. We 
would not oppose it, up to 75% 
invested positions. We rather 
doubt that you will do much bet- 
ter by waiting. On the other hand, 
we cannot say that any need for 
hurry is indicated. 

—Monday, November 15. 


THE MAGAZINE OF WALL STREET 





































eet Peet Uf 


Mn eo o 
| Invitation to Invest 
ors 


with $20,000 or more 


— ™ 
os Wt oe re OY OU 





mee 

we gteééié™ ' 
oS 

~ S 


[NVESTMENT 
ENT 90 B 
NEW yorRK. N 7 


- MANAGES 
SERVICE 


i Without Obligation, 
Your Security Holdings For 


Our Preliminary 









If your snvestment are WO 
more you will receive personal report enting 
a on the giversi fications income and owth rospectS 
4 of your account - 
You will be gavised which of your issues 
to sell 25 Least attractive» which to reducé » which 
in temporarily or for the longet terme 
4s 











OF A SERIES 











ANUFACTURING 


ALGO LN 


CORPORATION 


TELEVISION 


CROSLEY Pioneering in Telecasting 
—another notable example ot how 


AVCO serves the American Family 


VEN BEFORE THE WAR Crosley 

Broadcasting Corporation carried 
on experiments in transmitting 
television, drawing on twenty-five 
years of experience in broadcasting 
at WLW, The Nation’s Station, in 
Cincinnati. 

Today Television Station WLW-T 
is in commercial operation, and 
Crosley transmitters in Dayton and 
Columbus are nearing completion to 
form a regional network. 

Since Crosley has also made Radio 
Receiving Sets for millions of Ameri- 
can homes, it was natural that 
Crosley should be a pioneer, too, in 
Television Receiving Sets. Few com- 


panies have this engineering advan. 
tage in both aspects of Television. 

Avco supplies a wide variety of 
needed things for homes and farms 
and industry. Its scope of activities 
is not the result of chance. It comes 
from a fixed policy of Planned 
Diversification. Avco links its future 
to America itself. 


MANUFACTURING 
CORPORATION 


420 LEXINGTON AVE., NEW YORK 17 


Operating Divisions 
CROSLEY DIVISION 
Television and Radio Receivers, 
Refrigerators and Appliances 
Cincinnati, Ohio; Richmond, Indiana 
AMERICAN CENTRAL DIVISION 
Steel Kitchen Cabinets and Sinks 
Connersville, Indiana 
NEW IDEA DIVISION 
Farm Equipment 
Coldwater and Circleville, Ohio; 
Sandwich, Illinois 
LYCOMING DIVISION 
lircraft and Industrial Engines 
Williamsport, Pennsylvania 
SPENCER HEATER DIVISION 
Heating Boilers and Castings 
Williamsport, Pennsylvania 


Consolidated Subsidiaries 
CROSLEY BROADCASTING CORP. 
Stations WLW and WLW-T 
Cincinnati, Ohio; W/NS, New York 
THE NASHVILLE CORPORATION 
Buses, Ranges and Freezers 
CROSLEY DISTRIBUTING CORP. 
1775 Broadway, New York 


Associated Companies 
ACF-BRILL MOTORS COMPANY 
Transit Buses, Trackiess Trolleys 
Philadelphia, Pennsylvania 
HALL-SCOTT DIVISION 
Bus, Truck and Marine Engines 
Berkeley, California 
NEW YORK SHIPBUILDING CORP. 
Naval Vessels, Commercial Vessels 
Camden, New Jersey 


Airlines Investments 


AMERICAN AIRLINES, INC, 
PAN AMERICAN AIRWAYS CORP. 








